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1959 Annual 


Sales... ..... 


Total Assets......... 





Current Liabilities........... 


Shares Outstanding. . . . 
Number of Stockholders . 


Number of Employees... .... . 





Report Summary 


1959 


1958 





$1,531,343,824 $1,296,532,373 


Wet Become... ............5.. 171,637,065 124,936,845 
a ae 5.70 4.15 
phvetende Patt. ............. 108,344,828 108,265,402 
A 3g Bk 22s oy ii uk 3.60 3.60 
Earned Surplus............. 685,493,989 622,201,752 
Current Assets........ $ 714,667,441 $ 664,097,034 


257,204,296 213,802,203 
cRasats 1 632,250,370 1,530,476,376 


pata 30,097,943 30,093,183 
are 126,927 126,739 
74,000 71,500 





Copies of the complete 1959 Annual Report of Union 
Carbide Corporation will be furnished on request. 
An illustrated booklet describing the products and 
2) processes of Union Carbide also is available. If you 
» wish copies of these booklets, please write to the 
Secretary, Union Carbide Corporation, 30 East 
42nd Street, New York 17, N. Y. 
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DIVIDEND NOTICE 


FLORIDA POWER & LIGHT 
COMPANY 


Miami, Florida 


A quarterly dividend of 24¢ per 
share has been declared on the Com- 
mon Stock of the Company... pay- 
able March 22nd to stockhok le rs of 
record at the close of business on 
February 26th, 1960. 


Robert H. Fite 


President 


FLORIDA... 
UNEXCELLED 
CLIMATE FOR 
BUSINESS AND 
INDUSTRY, TOO! 





P.O. BOX 1-3100, MIAMI, FLORIDA 
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Public Service Electric 
and Gas Company 


NEWARK.N. J. 

















QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending March 
31, 1960: 
Class ot Dividend 
Stock Per Share 
Cumulative Preferred 
4.08% Series . . . . $1.02 
4.18% Series .... 1.045 
4.30% Series . ... 1.075 
5.05% Series .... 1.2625 
$1.40 Dividend 
Preference Common . 35 
En kw) 6. & oe 45 


All dividends are payable on 

or before March 31, 1960 to 

stockholders of record February 
29, 1960. 

J. IRVING KIBBE 

Secretary 
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1959 
Annual 
Report 
Sent on 
Request 


Address Dept. 8 
American-Marietta Company 
101 E. Ontario Street 
Chicago 11, Illinois 


45,200 shareowners 
are receiving the 1959 


AMERICAN - MARIETTA 






PAINTS + PRINTING INKS 
CHEMICALS « SEALANTS 


Annual Report 


In 1959, American- Marietta invested $22 million in new 


plants and equipment. Totaling $73 million since 1954, 


such expansion of A-M facilities has contributed to 


larger earnings and made possible increased dividend 


income for Common Shareowners. During these five 


years, earnings per Common Share, adjusted for stock 


splits, more than doubled. 


Achieved record sales of $323,647,751 
. $72 million more than in 1958. 
Increased net income to $24,027,872... 
largest in the Company’s history and 
36.7% above the previous fiscal year. 
Boosted cash flow 39°; to $35,980,543, 
equal to $3.08 per Common Share. 
Earned $2.03 per Common Share com- 
pared to $1.62 in 1958. 
Split Common Shares, giving Share- 
owners one additional share for each 
four held. 
Raised Common Share dividend income 
by 25°) as a result of the 5 for 4 stock 
split. 
Reached a new high in net worth, ex- 
ceeding $193 million. 
Became an important supplier of ag- 
gregates used in construction. 


ACCOMPLISHMENTS IN 1959 


Expanded cement production capacity 
to 15 million barrels annually. 
Broadened markets for concrete prod- 
ucts by expanding into new areas. 


Entered new concrete product fields 
through the manufacture of packaged 
concrete buildings, concrete storage silos 
and concrete wall panels. 


Opened new million dollar synthetic 
resin research center in Seattle. 

Built new facilities at Rochester, 
Pennsylvania, for production of epoxy 
resins. 

Achieved further diversification by ac- 
quiring a leading manufacturer of elec- 
trical products used in construction. 
Introduced a new superalloy and a revo- 


lutionary new epoxy molding com- 
pound. 


Per share figures are exclusive of Class B Common, 
and for 1958 reflect 5 for 4 stock split in July, 1959, 


DYES « RESINS - ADHESIVES 
METALLURGICAL PRODUCTS 
ENVIRONMENTAL TEST EQUIPMENT + HOUSEHOLD PRODUCTS 
CONSTRUCTION MATERIALS « LIME « REFRACTORIES + CEMENT 


Progress through Research 


American-Marietta 


Company 


Chicago 11, Illinois 
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Politics 


The Trend of Events 


WHEN THE TRUTH CATCHES UP... For the past 40 
years the Soviet Union, through skillful and cun- 
ning propaganda, has built the vision of ,q benefi- 
cent Communism—which, in one fell swooph-in the 
space of a single year—was destroyed! by Red 
Chinese aggression in Asia. And the disillusionment 
was so great that it is bound to grow and grow as 
it spreads from one country to another. 

Such is the formidable obstacle that Nikita Khru- 
shchev will have to hurdle if he is to counteract the 
realization that Communism is a conspiracy to 
brutally subjugate the people of the world. That 
he did not succeed in dispelling the deep mistrust 
produced was clearly shown by the lack of enthusi- 
asm in the reception accorded 


the desire to ingratiate himself with Prime Minister 
Nehru, whose change of heart regarding the United 
States was clearly evident, as the excerpt from the 
communique shows: 
“The two Prime Ministers noted with much 
satisfaction recent favorable trends in world 
affairs leading to marked lessening of inter- 
national tensions. This improvement is due in 
no small measure to the personal initiative and 
coordinated effort of leaders of the great 
powers, notably, Mr. Khrushchev, Chairman of 


the Council of Ministers of the U.S.S.R., and 
Mr. Eisenhower, President of the United 
States.” 

This was very revealing, 





him by the people of India. 

In fact, the communique is- 
sued on his departure clearly 
shows that the results of the 
visit were purely negative. 


And his willingness to share 
the credit with President 
Eisenhower for seeking a 


peaceful solution of world 
problems, speaks volumes for 


the set-back to his cause, and | "9% ular feature. 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow's markets, don’t 


coming as it did, following 
upon the numerous attacks 
Mr. Khrushchev made on our 
capitalistic system —and his 
accusations of ulterior and 
selfish motives behind the 
foreign loans of the United 
States. 

All his boasts of “catching 
up” and “outstripping” our 
country on the economic 


miss this 
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front were thereafter listened to with tongue-in— 
cheek. Able men are well aware of the difference 
between Russia’s military-orientated economy, which 
leaves little production for consumer goods—and 
that of the United States, which concentrates on 
consumer goods for the well being of its people, 
while our defense production is maintained only to 
meet the Russian challenge of world conquest. 

It is clear even to the unthinking that the United 
States, as the richest country in the world, has long 
operated at the highest economic level, which com- 
bines both necessities and luxuries. Thus, the per- 
centage of growth each year cannot be great and 
must depend (1) on an increase in the “units of 
buying power” in our population—(2) on broad ex- 
port trade—and (3) on the capital goods needed for 
the rehabilitation and development of the vast areas 
in our country that have not yet been exploited. 


Contrariwise, the Russian consumer goods econ- 
omy starts from a very low level, so that any in- 
crease in production appears large percentage-wise, 
even if it only represents a small fraction of the 
volume of goods that the U.S. A. produces for the 
people of this country every year. 

Unfortunately, however, the truth is obscured by 
the reports in our press regarding comments made 
by legislators and politicians to the effect that the 
Soviet Union is catching up with us and will shortly 
be ahead of us. This is an absurdity! 

In fact, we could stand a little deflation in this 
country and still be way ahead of Russia. An order- 
ly retreat would enable us to correct the maladjust- 
ments arising from the attempt to put to work 
the excess productive capacity left from World War 
II, when we supplied the whole world with arms. 

It is recognition of these facts and understanding 
of our true position by the solid statesmen of the 
world, that has enabled us to maintain our position 
as the leader of the Western coalition. If it had been 
otherwise, we can be sure that neither Britain — 
West Germany — Japan — France — or any other 
of our allies — would have continued to acknowl- 
edge our power. 

During this period, motivated by malice and hate, 
Russian propaganda became the nagging gadfly 
that stung us out of our complacency —, but led us 
by the nose through the missile and space rocket 
labyrinth. We yet do not know to what extent these 
adventures into space may imbalance the forces of 
nature that control the earth. It has already caused 
all sorts of unaccountable climatic disturbances, 
which only this month had people in Florida wear- 
ing overcoats while New York was sweltering under 
63 degrees, with storms, earthquakes and typhoons 
destroying various areas in our country as well as 
abroad. 

The time has come to call a halt to the nonsense 
emanating from recognized and pseudo-scientists, 
and get down to earch to solve our more immediate 
problems, which are many — lead the rest of 
the world in a common sense direction, and make 
a mockery of Nikita’s claim that Russia is great 
because she shot a rocket to the moon, which, by 
the way, has really never been verified. 

We have the opportunity now in the set-back that 
Khrushchev is experiencing on his trip, for his re- 
ception in Burma was more suited to the temper- 
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ature in the Arctic than in tropical Rangoon, and 


the applause form the large pro-communist faction 7 
in Indonesia has much less significance than it § 





would have had before Red China started her cam- : 


paign of brutal aggression. 


The ill-will that the Russians bear us, and their ; 


destructive intensions, have been made clearly evi- 


dent by recent events, the latest being First Deputy 
Premier Anastas Kikoyan’s attempt to make Cua 


a satellite communist state, and to use Castro as a 7 
tool for organizing hostile demonstrations along tie 7 
route of President Eisenhower’s South America tr p. 





E 


These are already being recognized for what th»y | 


are — and now, as the President starts out on |} is 7 


visit of goodwill, we have every opportunity to 
present the strength for our case to willing ears in 
the South American capitals. 


ie 
Rai 


eG 
2 


MAKING IT TOUGH FOR DE GAULLE... Maybe there is © 


some justification for de Gaulle’s distrust of frie id 


\.and foe alike — when you see how he is being : t- 


tacked on all sides. 

He barely had made headway in Algeria wh.n 
Ghana, formerly a British Colony, froze Fren h 
funds in a protest against the French atomic bomb 
explosion in the Sahara, and Morocco and Tunis nt 
only expressed their displeasure, but threaten:d 
retaliation. 


De Gaulle undoubtedly considered it a humiliation | 


that he should be “called on the carpet’’, so to speax, 
by the African states. when no one took acticn 
against Russia when she calmly announced the i1- 
tention of making rocket tests in the center of thie 
Pacific and warned all shipping and aircraft to avoid 
the area, ignoring the protests by Japan and others, 
and the matter ended there. 

And now, whether out of pure bitterness or be- 
cause his suspicions were aroused, he has refused to 
allow the “Outer-7” to establish its permanent secre- 
tariat in Paris, an action that was interpreted as a 
political rebuff aimed mainly at Britain. 

Actually it does seem a little far-fetched that the 
European Free Trade Association should want to 
establish its headquarters in Paris, outside of the 
territory of its members, and you cannot blame de 
Gaulle for his suspicion. The French see this request 
as a step toward the eventual establishment of the 
sought-for link between the “Outer-7” and the Com- 
mon Market. That is London’s objective. 

De Gaulle knows well that Britain never gives 


up. And his fear that London might seek to retard | 


or frustrate the economic and political development 
of the Common Market as conceived, is understand- 
able, Also, that Britain, unable to attack directly, 
is trying to do so by back-door methods. 

The rift between the two trading groups has been 
widening for some time past, and since de Gaulle 
has come to leadership Britain fears that she might 
be isolated from the continent both politically and 
trade-wise. 

The alarm over the widening gulf between Britain, 
West Germany and France brought Douglas Dillon, 
Under Secretary of State for Economic Affairs, to 
France, in an attempt to avert a crisis, and by 
pledging the United States to closer trade ties wit 
Europe a semblance of harmony was produced and 
a plan was set up to work out ways and means that 
would benefit both groups. 
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By Dillard Spriggs 


OIL TRIAL AT TULSA — 
FREE ENTERPRISE UPHELD 


E ways of justice and the law are often com- 
lex and difficult to understand. But last week’s 
decision in the oil pricing case in which 29 major 
oil companies were alleged to have conspired to 
raise oil prices during the Suez Crises was unmis- 
takably clear: complete acquittal! Federal District 
Judze Royce H. Savage, sitting in Tulsa, reached his 
decision soon after Government prosecutors com- 
pleted their presentation and a trial which many 
had thought would last for months was ended in less 
than two weeks. 
During pre-trial 
work, Justice Depart- 


Today’s the day 


short of inventories. 

He also placed emphasis on the steady rise in the 
oil industry’s costs, particularly for finding and 
developing new oil reserves. Here, he based his find- 
ings on an interesting document covering oil costs 
which was written by John McLean, former profes- 
sor of Business Administration at Harvard Univers- 
ity and now vice president of Continental Oil, Final- 
ly, the judge indicated, unashamedly and forcefully, 
that the mere fact of a price increase should hardly 
be considered evidence 
of wrong doing suffi- 
cient to invite public 





ment lawyers issued 
subpoenas for as many 
as 100,000 documents 
from individual com- 
panies. Once in the 
court room, they tried 
to press home two ma- 
jor points: 1) it was 
alleged that company 
officials had ample and 
frequent opportunities 
to conspire to increase 
prices by means of in- 
ter-company telephone 
and personal conversa- 
tions; 2) government 
prosecutors contended 
that oil inventories 
were at high levels when the price increase 
occurred and that no economic justification for the 
price advance existed. Thus, in the eyes of the gov- 
ernment, prices could not have risen without general 
agreement among companies. 

oth charges clearly failed to persuade Judge Sav- 
age. Factual evidence of conversations between of- 
ficials of various companies was extremely limited. 
Furthermore, Judge Savage found that many eco- 
nomic conditions in the oil industry during January 
1957 justified an advance in oil prices at that time. 
The jurist pointed to the fact that Humble Oil and 
Refining Co., which initiated the price increase was 
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suspicion. He noted, 
“they were interested 
in increased profits—I 
don’t know of any busi- 
ness corporations that 
are not — and under- 
standably so.” This 
statement. indicating a 
strong belief in a free 
enterprise economy, 
will encourage those, 
both in the oil industry 
as well as in other seg- 
ments of the U.S. econ- 
omy, who have long 
feared that our anti- 
trust laws were being 
enforced too rigidly. 

Although it was not brought out in great de- 
tail at the trial, it is relevant to observe that oil 
prices have increased only relatively slowly during 
the post-war period. At the end of 1959, the Depart- 
ment of Labor’s price index (1947-1949 = 100) of 
petroleum prices stood at 114.5. This was less than 
the wholesale price index for all commodities which 
equalled 119.2. 

There can be no doubt the decision at Tulsa marks 
an important victory for the oil industry. Long 
the object of criticism for its pricing practice, it 
can now feel completely vindicated. 
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Technical Rally —How Far Will It Go: 


Rise in industrial output to new high and moderate easing in money rates contribute to bet- 
terment in sentiment for time being, but fail to change more important fundamentals. 





Any significant decline in interest charges seems impractical so long as foreign credits 
remain substantial, since flight of European capital abroad would imperil our gold reserves 
and readily might undermine domestic financial markets. Meantime, more realistic apprais- 
al of corporate earnings is likely to resume after a temporary rebound from an _ oversold 


position, 


By A. T. MILLER : 


Uniess one is determined to close his eyes to 
disturbing political and economic forces having long 
range significance, it would seem unwise to regard 
the sharp rebound in stock prices this week as any- 
thing more than a technical correction. After six 
weeks of concentrated liquidation in which numer- 
ous seasoned equities had declined from 25 to 40 
per cent of their record highs of the lest year or 
two, it was not surprising that a temporarily over- 
sold condition should develop. When traders sought 
to take advantage of the situation in Wednesday’s 
noonday selling wave, offerings suddenly disappear- 
ed and prices strengthened to complete a typical 
“selling climax.” 


MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR...CONSTANTLY SHIFTING SUPPLY & DEMAND 


PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 


SUPPLY OF STOCKS 


As Indicated by Transactions 
at Declining Prices 


DEMAND FOR STOCKS 


As Indicated by Transactions 


| : . 
| at Rising Prices 


MEASURING INVESTMENT AND SPECULATIVE DEMAND 


M.W.S. HIGH 7 
PRICE STOCKS 
TT A RIGHT 


| 
M.W.S. LOW. 


PRICE STOCKS 
SCALE AT LEFT 
| 


310 17 24:31 7 «14:21:28 4 1118 25 2 9 16 23 306 


2027 4 11:18 25 1 8 15 22 









This eagerly awaited development sparked a r al 
of buying orders Thursday that practically wijed7 
out losses incurred early in the week and left he 
Industrial Average at today’s opening virtually at 
last Friday’s close. The sudden turnabout thus set 
the stage for a technical rally, a maneuver tiiat 
tends to encourage new demand for stocks and on- 
larges “buying orders under the market” sufficien ‘ly 
to permit resumption of selling on the part of ox- 
perienced investors and traders who feel that so-) 
called “growth” industrials and other equities s:ill] 
are overvalued in relation to realistic appraisals of | 
prospective corporate earning power. 

After a sharp break and recoil such as experi- 
enced this week, chartists endeavor to 
reappraise the outlook to estimate the 
extent of a potential contratrend move- 
ment. It seems appropriate then to con- 
sider how far the automatic snapback | 
may carry. Before examining develop- 
ments which seem to have bolstered 
sentiment in the last few days, it would 
be well to maintain a sophisticated ob- 
jective by reviewing political and eco- 
nomic fundamentals which have exert- 
ed a depressing influence on stocks for 
more than six months (aside from the 
rather abnormal stimulating effect of 
the resumption of steel production). 
Foremost among factors that have dis- 
turbed major institutional investors, 
include the ever present threat of with- 
drawal of extensive foreign central 
bank credits in this country, which 
might revive a drain on gold reserves | 
here, and the seemingly impending 
squeeze on corporate profit margins 
under the existing surplus of goods 
caused by rising wages and consumer 
resistance to price increases. Obvious- 
ly nothing has happened in the last sev- 
eral days to alter the outlook. 


Labor and Profits 


Washington has heard unofficial in- 
timations of a possible moderate rise in 
the nation’s money supply which has 
remained restricted for more than half 
a year. Optimists have seized upon this 
hint as a possible sign of relaxation in 


tight money, and a spur to the infla- : 
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tionary atmosphere. Yet, 
any informed student of 
financial affairs must real- 
ize, however, that Wash- 
ington authorities scarcely 
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would dare to attempt re- 
laxation in money rates, 
while interest charges are 
rising in other world cen- 
ters to which international 
cre its invested in Treas- 
ury bills might take flight. | 
Fo: sign funds would tend ie 
to hift to London or to 
Ger eva or to other Euro- 
centers if more at- 
trac‘ive yields appeared 
thee. And sizeable with- 
dra vals would bring about 
res mption of a heavy flow 
of .old abroad. 

for industrial profit 
jins, business leaders 
iardly optimistic. Cer- 
tai: y nothing has happen- | 
ed n recent days to im- 
prove the outlook even 
tho.gh the serious labor "iy |i 
troubles of 1959 are not ex- 
pecied to be repeated this 
year. Wage rates have been 
steadily mounting and are 
destined to continue to 
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higher levels as escalator 

provisions of current con- 

tracts take effect in com- 

ing months. Automation 

has helped to improve worker efficiency, but great- 
er individual productivity has proved inadequate to 
compensate for rising unit costs with the result 
that, except in areas in which price advances can be 
effected, margins have suffered. 


Where Individual Companies will be Affected 
by Higher Interest Rates 


Since it seems that tight money must continue to 
prevail—even though the appearance of relaxation 
has been encouraged by repayment of seasonal re- 
tail borrowings, and by a substantial reduction in 
commercial loans in member banks — investment 
portfolio managers are certain to view with skepti- 
cism, groups and individual companies likely to be 
handicapped by high interest rates. Moreover, the 
specter of narrowing margins in basic industries 
cannot be ignored, especially as competition intensi- 
fies when inventory pipelines are replenished. A 
casual survey of industries likely to be affected by 
these factors discloses that the principal groups that 
may be vulnerable are automobile manufacturers, 
steel producers and suppliers of building ma- 
terials—vital segments of the American economy. 








Profit Margins For Autos & Steels 
Suppose we look briefly at present conditions in 
autos, steels and building materials. Consumer de- 
mand for 1960 motor cars has converged on so- 
ca led compact models. The “big three” cannot pro- 
dvce enough of the “low-priced” cars and, are cut- 
tire back output of medium and high priced units. 
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One does not need to be an economist to realize that 
margins on the new compacts are narrower than 
on the older or regular models, such as Chevrolet, 


Ford, Plymouth, Buick, Dodge, etc. Hence, even 
though the motor car industry should be able to 
produce and sell between 6 and 614 million cars this 
year, can principal manufacturers count on “norm- 
al” margins from such a volume? Probably not. 


What about steel? Granted that wage costs have 
failed to rise as rapidly as had been feared at time 
of the wage contract settlement, productive capacity 
has expanded to such an extent, that costs of new 
facilities have mounted and other operating ex- 
penses have moved steadily higher with the result 
that estimates of earnings for the March quarter 
and for the first half year are being lowered. It is 
evident that consumers of steel, copper and other 
critical materials are planning to let inventories 
remain relatively low. Since strike threats have 
been removed, there is no incentive to build up 
stocks of supplies to be held for use later in the 
year. Accordingly, the forecast of record output in 
steel this year of 125 million ingot tons may prove 
ratehr optimistic. Talk of record earnings,and stock 
splits for major steel producers has subsided. 


A brighter outlook for mortgage funds has awak- 
ened interest in stocks of building suppliers, but 
few bankers or building and loan officials feel that 
money costs are likely to be approciably lower than 
current quotations. De- (Please turn to page 644) 
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NTIL very recently, while the great majority 
of economists and businessmen were predicting 
that the outlook for 1960 was “in the bag’’, scant 
attention was being paid to the possibility of infla- 
tion. Only an occasional “out-of-step” observer voiced 
the suspicion that the long period of price inflation 
might be nearing its end. And few took this view 
seriously. It was extremely difficult for many busi- 
nessmen and investors to readjust their sights and 
contemplate the possibility of deflation replacing 
inflation as a major factor in our economy. 

But the 70-point tumble in the stock market has 
taken considerable steam out of the former exuber- 
ance, causing the business and financial community 
to reappraise assumptions previously held and to 
examine more closely some of the inflationary in- 
fluences already beginning to be felt in our economy. 


A Look Backwards 


For more than a quarter of a century the trend 
of prices has been sharply and almost steadily up- 
ward. Children have been born, matured, married 
and begun to raise their own families, all in an era 
of ever rising costs. A majority of the people now 
living in the United States probably cannot remem- 
ber a time when the price trend was other than 
definitely upward. 

During this era we have become thoroughly “‘con- 
ditioned”’, as the psychologists would term it, to the 
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DEFLATION 
OR INFLATION 
—Which Way Next? 


By ROBERT B. SHAW 


expectation that inflation will continue forever. The 
possibility of deflation, which once regularly alter- 
nated with inflation, has been dismissed from con- 
sideration. Many of us have had a vested interest 
in continuing inflation; those who have been victim- 
ized by it have simply resigned to it as inevitable. 

Our government, while always against inflation 
in theory, in practice has almost uniformly sup- 
ported measures that have contributed to it. 

In the light of this background. can it reasonably 
be suggested that the long inflationary trend is 
likely to reverse itself? 


Some Definitions 


Before answering this question a pause for the 
definition of terms is desirable. While plenty of dis- 
agreement as to the cause and meansing of inflation 
exists, two major types may be distinguished. The 
first, monetary inflation, results from the deliberate 
devaluation of the dollar. This expedient may be 
adopted for various purposes. Our present era of 
inflation stems principally from Roosevelt’s 40% 
cut in the gold content of the dollar back in 1934. 
But even this drastic step had little immediate effect 
in raising prices, its desired objective. The depth 
of the general business stagnation at that time 
proved a more powerful influence than any formal 
change in the relationship between dollars and go'd 
supply. 
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fost business transactions are now carried out 
on credit, and credit inflation, the uncontrolled ex- 
parsion of bank deposits and short-term claims, is 
thus much more dangerous today than the old type 
of devaluation. To be sure, various sources, princi- 
pay gold miners in certain foreign countries, are 
constantly pushing for a new devaluation. Some 
domestic politicians would also find in this procedure 
an immediate solution for the problem of the huge 
federal debt. More responsible leaders realize, how- 
ever, that such a step would be disastrous, and it 
is highly unlikely. 


Wage-price inflation is not really a separate cate- 
gory but merely a description of a familiar process 
when credit is plentiful. Labor’s wage demands are 
added to the cost of goods, thus boosting the cost of 
living and justifying a new round of demands— 
another version of the familiar vicious circle. 


Foreign Competition 

Now, the factors promoting inflation, among 
which the constant pressure by organized labor for 
ever higher wages is probably the strongest, have 
by no means evaporated from our economy. But cer- 
tain counter-forces have only recently gathered 
strength. Most of these have been discussed fully in 
previous issues of this magazine, but deserve re- 
newed attention. 

Most important is foreign competition. This, of 
course, is nothing new in the year 1960, and yet it 
has recently taken an altered and more virulent 
form. Other countries have long been able to out- 
compete us in raw materials and simple manufac- 
tures, such as clothes pins, cheap toys and the like, 
requiring only unskilled and inexpensive labor. Our 
response was occasionally to protect the domestic 
producers by tariffs or quotes, but more typically 
to abandon such markets to European or Asiatic 
wares. This policy hurt isolated American indus- 
ies, but had little effect upon our overall economy. 
Today the picture is entirely different. Germany, 
Japan and other countries are making, not cheap 
nitations, but intricate and finished products that 
mpare favorably in quality with the automobiles, 
sewing machines, electrical apparatus and type- 

riters of domestic manufacture. And owing to con- 

derably lower wage rates prevailing abroad, let 
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alone new and modern 
mechanization, these prod- 
ucts can be offered in the 
countries of origin, and 
elsewhere at lower prices 
— and even increasingly 
right here in the United 
States, at prices our do- 
mestic industry cannot 
meet. It is true that for- 
eign countries have also ex- 
perienced inflation and that 
current wages in Japan, 
for example, do represent 
a very substantial advance 
over the mere pittance that 
was paid before the war. 
The more significant fact 
is that a wide and almost 
constant differential has been maintained between 
U. S. and foreign wage levels. Improved transporta- 
tion has also assisted the foreign invasion of our 
markets. By canalizing the St. Lawrence River and 
opening the Great Lakes to the seaborne commerce 
of the world we made it easy for foreign manufac- 
turers to deliver motor cars in the very environs of 
Detroit—or agricultural implements in Milwaukee. 


“Joining Them” 

Individual American companies will, of course, 
seek protection against this intensified foreign com- 
petition in various ways. The best way undoubtedly 
is to keep ahead of the competition by constantly 
designing new and improved products or reducing 
costs. The tendency of labor to demand the full bene- 
fits of any efficiencies of this character reduces the 
opportunities of such progress. Another method is 
to seek artificial protection in tariffs and quotas. But 
American manufacturers are increasingly “joining” 
their competition, i.e., establishing subsidiaries or 
licensing affiliates abroad. This is practicable be- 
cause capital is readily mobile. The advantages to 
the American companies and their foreign hosts 
are mutual, and this course may solve the problem 
for such organizations as Colgate-Palmolive, Joy 
Manufacturing, Dresser Industries and numerous 
others. 

But people are not so mobile, and this process 
of the transfer of capital is no solution for us in 

a national sense. In the absence of some other 

solution—and none is in sight—something will 

have to yield. In the first instance this is likely 
to be profits, and after that wages. Costs will 
have to be reduced generally if we are merely to 
hold our own against efficient foreign production. 


Can Automation Save Us? 


The stock answer for higher labor costs is, of 
course, automation, a new name for an old process. 
This has already contributed enormously to our high 
standard of living and has held costs low enough so 
that we have long enjoyed a mass market in prod- 
ucts still regarded as luxuries in foreign countries. 
In the economic realm it is impossible to speak in 
absolutes, but it is probable that automatic processes 
will help in a substantial way to maintain some ad- 
vantage over foreign producers. 
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But this advantage may be ephemeral. Foreign 
manufacturers, although not driven by the same 
pressure of high labor costs as ourselves, are equally 
able to automate. Already much of our watch-mak- 
ing, cigarette-rolling and coffee roasting machinery 
comes from abroad. 

Further, automation is not invariably an infla- 
tionary factor. As it replaces labor, and to the extent 
that its economies are passed on to the consumers 
rather than merely diverted to profits, it has defla- 
tionary effects. 

To a large extent, of course, labor has man- 
aged, by various featherbedding tactics, to appro- 
priate to itself most of the benefits of automation, 
sometimes entirely cancelling out any rewards for 
the introduction of such new equipment. As auto- 
mation becomes more widespread it will be in- 
creasingly difficult for labor to block it or to grasp 
all of its benefits. 


What of Population Growth? 

The rapid increase in our population, beginning 
with the unexpected reversal during World War II 
of the previous downward trend, is frequently cited 
as an absolute guaranty of permanent prosperity, 
including constantly rising wages, prices and 
profits. 
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Upon more searching analysis this view will be 
found to be superficial. A large population is, of 
course, essential to the realization of a mass market 
and the lower costs that it implies. Thus, it creates 
a greater wealth on a per capita, as well as over-all 
basis. Nevertheless, there is such a thing as an 
optimum population, a size above which the stand- 
ard of living starts to decline. The experts differ 
on what the optimum population for the United 
States is, and the figure is naturally somewhat flex- 
ible. Nevertheless, according to several authorities, 
the population of this country is already consider- 
ably in excess of its optimum level. 


Economic Advantages and Disadvantages 
in the Birth Rate 

What is more significant in the immediate future 
is the indicated variation among different age 
groups. At present, the country is still experiencing 
the tail-end of the baby drought which occurred in 
the depression years of the 30’s, when the birth 
rate was severely reduced. This means that in the 
decade 1951-60, the population in the 20-24 year-old 
age group decreased by 4%, and in the 25-29 year- 
old group by no less than 12%, vs. an increase in 
the overall population of 16%. 

This “hollow generation” has created an artificial 
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shortage of labor in the important young adult cate- 
gory, and by the same token has increased its bar- 
gaining power. 

Beginning within a year or two, however, the 


forerunners of the war-time and post-war baby 
boom will start entering adulthood — and the labor 
force. Their numbers can be estimated rather pre- 
cisel’. In 1960 the population of 15-19 year-olds— 
our oresent “upper teen-agers” — had increased 
96% in a decade, and their younger brothers and 
sisti*s, the 10-14 year-olds, by an enormous 54%. 
By ‘he inexorable operation of time, these youths 
will oecome the young adults of tomorrow. And for 
a pcriod of many years the labor market is likely 
swamped. 


Cera still longer period, to be sure, this tendency 
will apparently reverse itself. Elderly people are 
livir2 longer and if the birth rate continues high 
‘ill have, after the arrival at family status of 





resent teen-agers, a new baby boom. This sug- 
that the dependent population of infants and | 
ed will be relatively larger while the working 
lation will again shrink. This prospect is still 
too emote to be reckoned as a practicable factor in 
the current outlook. In passing, however, it may be 
not. | that there is usually a tendency to look only | 
at t.e favorable aspects of population growth and 
to d sregard its burdens. 
For example, the specialized markets created by 
teen-agers and the elderly are already being ac- 


clai 
ing population must, through some method or an- 
other, support most of the dependent children and 
old folk, and the markets these groups create sub- 
tract from the purchasing power of the working 
adults. Every father knows this, even though many 
economists seems to have forgotten it! 


More Careful Buying 


Up to 1952, or thereabouts, our economy was 
largely engaged in making up war-time shortages. 
Since then it has created an abundance of new goods, 
and it is doubtful whether there is a family, even 
including those on relief, which does not enjoy a 
materially higher standard of living than in 1940. 
Many of the new products and services offered the 
public have been wholesome and satisfying. But 
many of them, it can not be denied, have been cheap 
and flashy. On the whole, our standards of taste 
have not been highly elevated. Actually they have 
declined. 

There are some signs now that the American 
public is looking for sounder values. Greater em- 
phasis is being placed upon basic quality rather 
than gadgetry. Increasing objections to the wasteful 
practice of planned obsolescence are being heard. 
The rising popularity of the compact car is perhaps 
a symptom of the decline of conspicuous consump- 
tion. Expenditures for education and other cultural 
pursuits are rising. Admittedly, these trends are not 
very strong as yet, but they could prove significant. 

Vore important is the fact that American house- 
holds are generally well supplied. Sales of most ma- 


jor appliances have approached the saturation level. 


In pointing out this fact, this magazine does not 
mean to suggest for a moment that consumption 
he: an upper limit. In economic theory, and equally 
w | in fact, human demand is indefinitely expan- 


F:S3RUARY 27, 1960 


1ed as great opportunities. Obviously the work- | 
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sible. The market for new products is limited only 
by the imagination and ingenuity of our inventors. 
Nevertheless, unlike the picture in a subsistence 
economy, the American consumer can afford to post- 
pone many of his purchases. And it seems probable 
that many areas of demand have now been pretty 
well filled. 


Diminished Gold Reserve 


One technical condition also works toward steps 
of a deflationary nature. Although our currency is 
no longer on the gold standard, the dollar is tied 
indirectly to gold by the requirement of a 25% gold 
certificate reserve against Federal Reserve notes. 
Recently, however, our “free” monetary gold stock 
has been severely depleted by the adverse balance 
of payments and resultant accumulation of foreign 
claims against this stock. Foreign central banks can 
claim gold at any time, although American citizens 
can not do so. Heretofore, the foreign-owned gold 
has stayed here because of the combination of un- 
stable conditions abroad and attractive investment 
opportunities here. Now these conditions have, to at 
least some degree, been reversed, and heavy foreign 
withdrawals from our gold stock are a very real 
possibility. 

If this were to happen, the immediate effect would 
be to reduce the domestic (Please turn to page 646) 
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A First Hand Study... 


DEFENSE 
EXPENDITURES 

AND WHO WILL 
GET the ORDERS 


By JEROME ELSWIT 


> Big boost in missile spending . . . where shifts 
and changes in orders can be expected. . . 
appropriations vs. actual spending 

> Companies having highest contract priority .. . 
the important subcontractors 

> Aircraft procurement programs of Army-Navy-Air 
Force . . . companies to get lion’s share of orders— 
where increases may come 

> Promising new fields in development of space 
systems — the various categories in electronics — 
communication — miscellaneous procurement 
— and the appropriations involved 


OW will the $23 billion defense contract ‘‘pie” 

be sliced in the new fiscal year that starts 
July 1? The size of the portions awarded to indi- 
vidual companies will be of major significance to 
large segments of American industry. Last year, for 
instance, 86 percent of the aircraft industry’s total 
sales were to the Government; the electronics indus- 
try, 22 percent; motor vehicles, 2.5 percent. 

The philosophy of the new budget favors those 
companies already holding research or production 
contracts for weapon systems. The trend is definite- 
ly toward intensified development and production 
of most present systems (except aircraft) —rather 
than toward a multitude of prime contractor com- 
petition on brand new systems. 

This trend, in turn, strengthens the operation of 
what is known as the “In” law—those companies 
already “in” with large defense contracts generally 
tend to remain in. The roster of the biggest defense 
contractors carries largely the same names yexr 
after year, although their positions relative to one 
another vary. (See Table I). 
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There is, however, an important qualification to 
the “In” law. The swift changes in technology and 
in military concepts of the past few years have put 
a premium on the ability of company managements 
to keep one jump ahead of the changes, to expand 
research facilities, and to cut costs as increasingly 
complex weapons become more and more expensive. 
“In.” who fail to keep abreast face the prospect of 
bec ming “outs,” as the contractor lists will also 
test fy. 


Companies Face Continuous Shift and Change 


| is in response to this fluid situation, aggravated 
by verpetual budget crises at the Pentagon, that 
cai es automobile and electronic companies to turn 
to uilding missiles, — airframe manufacturers to 


str. igthen their electronics capabilities and peer 
int’ outer space, so that suddenly we find there 
are ’t enough scientists to go around. As President 
Ei: nhower told the Congress in his Budget Mes- 
say -, the strategy and tactics of U.S. military forces 


“ay » now undergoing one of the greatest transitions 
in \istory.”” The suppliers and equippers of those 


for es are being made increasingly aware of that. 

.e President went on to warn, however, that the 
traisition from conventional-type to missile-type 
wa: tare must be made with care to avoid an im- 
balonece, since the military might be called on for a 
var ety of emergency situations. Thus we see a 
budget that calls for slightly increased outlays for 
such pre-space age hardware as guns, tanks, and 
vehicles, at the same time that missile procurement, 
electronics, and research are also expanded, while 


funds for manned aircraft and for facilities’ con- 
struction are cut. (Table II). 

There are significant changes within each cate- 
gory. For all missile systems, the Pentagon plans to 
obligate close to $7 billion during the 12 months 
starting July 1, including money 


ing-pad cost of $10 million each. About $1 billion 
is believed to be in the 1961 program, including a 
substantial amount for site construction. 

(2) Titan — Martin Co. is prime contractor, Aero- 
jet-General (subsidiary of General Tire & Rubber 
Co.) supplies propulsion. Other major subcontrac- 
tors, Avco, Bell Telephone Labs., Sperry Rand. Still 
in advanced development, a series of test failures 
have not shaken the Pentagon’s faith in it. About 
$1 billion is estimated in the, 1961 program, includ- 
ing considerable funds for site construction. Four- 
teen 10-missile squadrons are tentatively planned. 

(3) Minuteman — Boeing Airplane Co. is prime 
contractor, Aerojet-General and Thiokol Chemical 
Corp. to provide propulsion. Other major subcon- 
tractors, Avco, North American, possibly Hercules 
Powder Co. Lighter and cheaper—about $1.5 million 
each on the pad—than its two big brothers, Minute- 
man, while still several years away from operational 
status, has the brightest prospects of the three Air 
Force intercontinental ballistic missiles. It will be 
carried on roving railroad cars as well as sited in 
underground remote-controlled silos. American Ma- 
chine & Foundry Co. and ACF Industries are jointly 
developing the railroad launcher. An estimated $500 
million is allocated in the 1961 budget. Congress 
would like to increase this, but the Pentagon insists 
that the program has optimum funding. 

(4) Polaris — Lockheed Aircraft Corp. is prime 
contractor for the missile system, with propulsion 
by Aerojet. General Electric is responsible for guid- 
ance production. The submarine-launched Polaris is 
expected to share with the Minuteman the major 
U.S. nuclear strike responsibility by mid-1962. 
Navy leaders speak of a 45-submarine force, each 
armed with 16 Polaris missiles. It is expected to be 
operational by the end of 1960, with $952 million 
programmed in the 1961 budget. 


























for research, test, procurement, 
site construction, and associated Table | — Twenty Biggest Defense Contractors 
ground equipment. Significantly, A comparison of the firms who have received 50% of total military prime contract awards 
this will be the first time that the Fiscal Yeer 1959 
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contractor, North Amer. Avia- Internat. Bus. Mach. . 276.9 47.4 17. 14. 14. 
tion supplies propulsion. Other Bendix tn TRESS Race oe eee: rte pos 9 — 9 
oo : IID a ccsccsencccssssscsesncetnesnanacees 38. R 4 b 5. 
mae subcontractors, General General Motors ......cscscssssssssssssssssssee 210.7 50.6 20. 17. 15. 
Liectric, Burroughs Corp., Arma Sine mein Say anak ae - ragaaper rere a ate 
2 7 x wit ° -B.—-Between an , contract awards for missiles and aircraft rose from Yo 
Corp. Now operational and in <A tho taal O08. 
production, present plans call for Based on official. 
a total of 13 10-missile squadrons, Department of Defense records. a 
. . * Dollar figures represent net value of new procurement actions minus cancellations, etc. 
th an estimated on-the-launch- 
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About $350 million of this is for the special 
nuclear submarine. The two private yards so far 
participating in this program are Electric Boat Di- 
vision of General Dynamics, and Newport News 
Shipbuilding Dry Dock. Components contractors in- 
clude Westinghouse, General Electric, Sperry Rand. 
As soon as the missile is proved out, substantial ad- 
ditional funds will be alloted for this purpose, and 
for new submarines as well. 


Subcontracting on Missile Programs 


It must be borne in mind that an estimated 35-40 
percent of the money for the big missiles is subcon- 
tracted out, and ground support equipment is an- 
other large segment. The Air Force, for instance, 
programs $1,081.7 million for missile procurement 
and production for 1961, and another $802 million 
for missile ground support equipment. The prime 
contractor, of course, receives a percentage for his 
administration of subcontracts, under the “weapon 
system concept” of management. 

In the Air Force programs, there is also the 
unique arrangement with a systems management 
firm, Spaee Technology Laboratories (STL), which 
occupies a position between the prime contractors 
and the Air Force and shares in the funding. STL 
is a subsidiary of Thompson Ramo Wooldridge, and 
as a result, largely of Congressional criticism of 
this arrangement, the whole relationship is now 
under review. STL last year stood 17th in a list of 
500 largest research and development contractors, 
with net awards of $61 million. 


Appropriations vs. Actual Spending 


Not all the ballistic missile programs are on the 
same uptrend as the four above. The great transition 
in strategy and tactics that President Eisenhower 
spoke of is reflected in the intermediate range bal- 
listic missile (IRBM) programs, Thor and Jupiter. 

A production phase-out has been ordered for both, 
and for a variety of reasons ® vulnerability of ex- 
posed bases, ® reluctance of European nations to 
accept them, ® increasing availability of other de- 
livery systems. 

About $100 million was invested in each system, 
with the results of the phase-out to be felt full- 
strength for the first time in fiscal 1961 by the con- 
tractors, Douglas Aircraft Co. (Thor), Chrysler Corp. 
(Jupiter), and North American (propulsion for both). 
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Thor, of course, has been given 

Table I! — What the Military Will Buy in Fiscal 1961 a prime place in the military and 
civilian space programs as a 

Expenditures Obligations launching vehicle, but is expected 

7” yt , eso e wee to be succeeded soon by Atlas and 

eet cnr testa later more sophisticated booste7's, 
(Combined Procurement and Research, & A missile which is prograt- 
ene ane are med for almost half a billion dol- 
Aircraft ........ $7,132 6,47% 6,442, 6,459 lars in fiscal 1961 but which may 
I ncicsaspenscnte 4,832 4,953 _ 5,039 5,287 also run into “transition” trouble 
Shige peptinn gn perneed — is the Air Force’s Bomare anii- 
Other procurement items ................0++ 3,183 3,428 3,790 3,762 aircraft missile, built by Boei 9 
Procurement Only: (broken out from above) (subcontractors Aerojet, Mar- 
Cree, vehicles ..... prone 573 617 818 1,023 quardt Aircraft Co.. Westin :- 
*Electronics and communications .......... 906 1,096 1,330 1,244 house, Farnsworth Electronics . 
Military Construction ...........cccccesceersenseeeees 1,670 ; 1,359 1,497 1882 Under Congressional pressuie 
*—Includes independ syst only; does not include electronics which are integral last year, the Pentagon cut tle 
ponents of missiles, aircraft, etc. planned deployment of Bomare 
down to 18 squadrons, of which 


only two are now operationc!, 


With its continued preoccupation over a prospective | 
ballistic missile, rather than a manned aircra’t § 
threat, and in the face of six successive failures cf | 


the latest version of the missile (Bomare B), Cor - 
gress may well cut into the $421,500,000 Bomaic 
program to obtain additional funds for a missie 
defense project such as an airborne alert for the 
heavy bomber force. 


® The Army’s Nike Hercules antiaircraft missi.e 


may run into some of the same trouble. It, too, was 7 


scaled down last year. However, it is a less temptinz 
target for attacks on Capitol Hill this year, beinz 
funded for only $111,400,000 in the new budget and 
scheduled for virtual completion. Prime contractor is 
Western Electric Co. (subsidiary of American Tele- 
phone & Telegraph), with Bell Telephone Laborato- 
ries and Douglas Aircraft Co. as associate contrac- 
tors, and Thiokol, General Electric, and Aerojet 
among the principal subcontractors. 
> This vrime contractor team has also sired, ou 

of the earlier Nikes, the Nike Zeus antimissile missile. 
While it is the only active defense against enemy 


ballistic missiles now in sight, and is claimed by the | 


Army to be ready for production, Pentagon leaders 
feel that too many problems connected with its oper- 
ation remain unsolved. Over $100 million is pro- 
grammed for studies on other types of defense 
against ballistic missiles, under the Defense Depart- 
ment’s “Defender” project. 

One problem certainly is the cost, estimated at 
$12 billion and up, for an effective number of instal- 
lations. While the scientists make up their minds, 
the program continues to be funded for several 
hundred million dollars a year for further develop- 
ment. Major subcontractors include Thiokol, Grand 
Central Rocket Co. (recently acquired by Lockheed), 
Lear, Radio Corp. of America, and Sperry Gyro- 
scope. 

Miscellaneous Missiles 


> The Army is rushing development of its solid- 
fueled Pershing battlefield missile, with the first test 
firing expected at Cape Canaveral any day. An esti- 
mated $150 million is in the 1961 budget for it, with 
Martin the prime contractor; subcontractors are 
Bendix Aviation and Thiokol. The Army will con- 
tinue buying the Honest John (Douglas, Thiokol), the 
Lacrosse (Martin, Thiokol) tactical missiles, and the 
Hawk (Raytheon, Northrop, Aerojet, Goodyear Air- 
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craft) antiaircraft missile for troops use. The solid 
propellant Sergeant battlefield missile (Sperry Utah, 
Thio!-ol) will be brought to the production stage, as 
will ‘he Red Eye portable antiaircraft system (Con- 
vair 


The Air Force’s Hound Dog air-to-surface missile 
will de in full production, with $170 million ear- 
married (North American, Pratt & Whitney, Mar- 
quar t). The successor to Hound Dog in about three 
year. the ballistic Sky Bolt (Douglas). will be in 
earl research and development, in a $287 million 
prog am. The subcontractors are Aerojet, North- 
rop, 3oeing and General Electric. 

» more year of production is planned for the 
Air “orce Mace surface-to-surface tactical missile, 
witl $39 million programmed (Martin A. C. Spark 
Pluc a division of General Motors). The regard 
wit) which the Air Force holds the Mace is indi- 
cate by its action in finding $100 million some- 
whe:'2 this year to finance continued production, 
afte. Congress struck the item from the 1960 
buds at. 

T' e Navy plans to put an estimated $50 million 
into development of the Eagle (Bendix-Grumman) 
air-'>-air missile. The Navy’s $464 million missile 
proc irement program also includes multi-million dol- 

’ lar buys of the Sparrow (Raytheon, Aerojet, Thiokol) 

» and Sidewinder (Philco, General Electric) air-to-air 
miss les and the Talos (Bendix, McDonnell), Terrier 
(Convair, Northern Ordnance), and Tartar (Convair, 
Aervjet, Raytheon) fleet air defense systems. 
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Increased purchases are expected to be made of 
the Bullpup (Martin, Thiokol, Thompson Ramo) air- 
to-surface missile, for Navy, Marines, and Air 
Force. The Air Force will continue to buy Falcon 
(Hughes, Thiokol) air-to-air missiles, and finish 
the Quail (McDonnell, General Electric, Bell Air- 
crajt) decoy missile program. 


Aircraft Program 

Despite the mushrooming growth of missiles, the 
military will still obligate a tidy sum for manned 
aircraft in the next fiscal year—$6,459 million. This 
money has been squeezed out by reducing the types 
of planes bought. Administrative, training, and 
helicopter types have been cut, and certain combat 
aircraft have been eliminated entirely or cut back 
drastically in procurement or development. 

The real clue to the manned aircraft situation is 








’ 


in the figures for “new money” requested from Con- 
gress, which will govern the award of contracts 
later on, when present funds carryovers from pre- 
vious years run out. The Pentagon is asking for 
$5.2 billion in new money for aircraft procurement 
and development, compared with $6.8 billion this 
year. For missiles, on the other hand, the new 
money request rises from $4.5 billion to $5.3 billion. 

The Air Force plans to obligate $3.2 billion for 
aircraft procurement and production, plus $285 mil- 
lion for ground support equipment. The B-52 inter- 
continental bomber (Boeing, Pratt & Whitney) is in 
for an estimated $450 million, and the KC-135 jet 
tanker (Boeing, Pratt & Whitney) for an estimated 
$300 million. The B-58 medium bomber (Convair, 
General Electric), in what will probably be its last 
year of production is programmed for $500 million. 

Going counter to the general trend in manned 
aircraft is the tactical aircraft field. The F-105 
fighter-bomber (Republic, Pratt & Whitney) is due 
for a 50 percent increase, to about $260 million. 
Funds for troop airlift will be increased 40 percent, 
with $70 million provided for the C-130B turboprop 
Hercules (Lockheed, Allison). 

The Air Force is hopefully scheduling $50 million 
for the development of a jet cargo plane for the 
Military Air Transport Service, and keeping its 
fingers crossed that recent concessions to the com- 
mercial air carriers on a bigger share of military 
traffic will prevent a recurrence cf last year’s Con- 
gressional ‘denial of a similar amount. 

Another $200 million or so is expected to be spent 
on trainer aircraft such as the T-37 (Cessna), T-38 
(Northrop) and the T-39 (North American). North 
American will feel the effects of the cancellation of 
the F-108 interceptor and the sharp cutback in the 
B-70 bomber development program, while Lockheed 
and Convair will feel the absence of any 1961 buy 
of interceptors. About $75 million in development 
money will be used for the B-70. 

Between 30 and 40 percent of the aircraft con- 
tract dollar is subcontracted. As with the propul- 
sion manufacturers in the missile field, the aircraft 
engine producers are probably in the best position, 
especially since most Air Force and Navy jets use 
either General Electric or Pratt & Whitney engines. 
These two companies also share in the nuclear- 
powered aircraft development program, to be funded 
at about $150 million. (Please turn to page 642) 

















Table Ill — Major Missile Programs—Fiscal Year 1961 
Missile Prime Contractor Propulsion Estimated Funding (000) Remarks 
Atlas Convair North American $1,000,000* In production . 
Titan Martin Aerojet $1,000,000* Advanced development 
Minuteman Boeing Aerojet, Thiokol 500,000* Research and development 
Polaris Lockheed Aerojet 952,000** Increased outlays probable 
Bomare Boeing Aerojet, Marquart 421,500 In danger 
Hound Dog North Amer. Pratt & Whitney 170,000 
Nike Hercules Western Elec. Thiokol 111,400 Being phased out 
Nike Zeus Western Elec. Thiokol, Grand Cent. 300,000 Advanced development 
Pershing Martin Thiokol 150,000 Advanced development 
Mace Martin Allison 39,000 Being phased out 
Sty Bolt Douglas Aerojet 287,000 Early research and develop. 
Eagle Bendix Av. Grumman 50,000 Research and development 
Thor Douglas North American eee Being phased out 
upiter Chrysler North American eee Being phased out 
—Includes base construction program of **—Includes construction of submarines ***—-No new obligations contemplated; 
several hundred million dollars (Atlas, amounting to approximately $350 some pay-out continues on earlier 
Titan). million. contracts, 
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CAPITAL FORMATION 


IN THE UNDERDEVELOPED AREAS 


— Road to economic gains — and social justice 
By NORMAN A. BAILEY 


> Underdeveloped countries that have capital invested 
abroad — yet call for aid and grants — but 
paradoxically create hazardous atmosphere for 
private foreign investment 


> Contrasts in meeting internal capital needs through 
Communism — state capitalism — and free enterprise 
— and the process 

®& Hazards of economic experimentation in under- 
developed countries lacking executive know-how 

& Comparing progress in Mexico and Puerto Rico with 
Brazil, Argentina and Chile 


® What are the means to economic development and 
higher living standards 


INCE the end of the second World War the 

amount of material in book and pamphlet form 
written about economic development in the under- 
developed areas by international agencies, govern- 
ments and individuals would fill a good-sized libra- 
ry. Unfortunately, a large portion of this material 
is made up of healthy doses of statism, wishful 
thinking, hopeful prognostications and unrelieved 
gloom. Three-year, five-year and seven-year plans 
have increased in volume year after year, and year 
after year the goals have. been reduced or abandon- 
ed. Money flows into the underdeveloped areas of 





the world from many sources, but progress is mini- 


mal and in some cases nonexistent. The crystal ball 
is polished up, more books are written, more plans 
are formulated and the cycle begins once again. All 
this because a simple and obvious fact is pushed 
aside, ignored or purposely forgotten. A country 1s 
developed through the process of capital formation. 
It cannot be done any other way. 

Money is invested in a production or importation 
of capital and consumer goods, services, transporta- 
tion, public utilities and so forth. The money that 
these investments generates is reinvested in more 
of the same goods and services. A very simple, and 
fundamental principle, and yet how easily it is for- 
gotten and ignored by the economic wizards, witch- 
doctors and soothsayers that abound in both the 
advanced and underdeveloped countries. 

Not that they violate the principle, for the prin- 
ciple cannot be violated, any more than the law of 
gravity can be violated, but they do their best to sce 
that its operation is hampered, hamstrung, obstruct- 
ed and crippled. They thus become their own worst 
enemies, partly out of ignorance, partly out of ideo- 
logical fanaticism; in many, many cases a country 
whose industrial development and general economy 
could be booming, is limping haltingly along tie 


path to prosperity, and threatens at any moment © 


to collapse entirely. 
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Internal Investment Is Crux of the Matter 


There are three main sources of capital available 
to any given country: public international invest- 
ment, private foreign investment and internal in- 
vestment. Much has been written about the first 
two, of their advantages and drawbacks. Very little 
has been written about the third. And yet internal 
investment is by far the most important source of 
capital funds for any country, whether developed or 
underdeveloped. 

This is another fact which is ignored or overlook- 
ed, and there is no more dangerous tendency into 
wh ch the leaders of a nation can fall. The cry now 
is ‘or international monies, as if capital from 
abroad were somehow more useful, more wealth- 
producing, more valuable than capital generated in- 
ternally. Indeed, many of the underdeveloped coun- 
trics have large sums of their own money invested 
abroad, or simply earning a small yearly interest in 
U.S. or Swiss banks. 

These funds sometimes amount to hundreds of 
millions of dollars, and in many cases these same 
countries are the ones most clamorous for ever- 
greater international lending. 

One Latin American country in dire economic 
straits has $500,000,000 invested or deposited in 
the United States alone, and its investments and 
deposits in Europe may well amount to another 
half billion, the total greater than its develop- 
~—_ budgets for the last five years put to- 
gether! 


International Borrowing 


Let us consider the scope and value of interna- 
tional public sources of capital, that is, loans and 
grants from governments and from international 
organizations. There are many such organizations, 
and more are formed almost yearly. By far the most 
important of these is the International Bank for 
Reconstruction and Development (World Bank), 
which in the fiscal year ending June 30, 1959, lent 
a total of $703,000,000 (not all of which went to 
the underdeveloped countries). 

The World Bank is a profit-making organization, 
and all its loans are made on a self-liquidating basis. 
In fiscal 1959 its gross income was $122,000,000 and 
its net profits $46,000,000. At the end of that period 
it had reserves totalling $420,000,000. Recently the 
bank’s capital was increased to 21 billion dollars, 
and it has successfully placed many bond issues in 
the United States and Western Europe, including 
an issue of $125,000,000 placed in New York this 
month. 

The International Finance Corporation, the De- 
velopment Loan Fund and various U.N. and O.A.S. 
agencies have been operating along with the bank 
for some years now. Four new agencies opened for 
business recently or are now in the process of form- 
ation ®the U.N. Special Fund for Economic De- 
velopment, ® the European Investment Bank, ® 
the Inter-American Development Bank and ® the 
Arab Financial Institution for Economic Develop- 
ment, 

[In recent years the various international econo- 
mic development agencies have been providing 
slightly over one billion dollars per year to the 
underdeveloped countries. With the new institutions 
this total will rise to perhaps a billion and a half, 

at the most to two billion dollars within the next 
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five to ten years, given present plans. Non-military 
governmental loans and grants, mostly from the 
United States government and the U.S. Export-Im- 
port Bank have run to between a billion and two 
billion dollars yearly. 

It is obvious that given the magnitude of the task 
—namely, to raise substantially the standard of 
living of four-fifths of the world’s peoples, this en- 
tire yearly capital inflow of two to three billion 
dollars is most inadequate. Furthermore, it will not 
become very much greater. 

The inhabitants of the industrialized nations pwill 
not agree to having their standard of living lowered. 
They will not even agree to having the rate of growth 
in that standard of living appreciably lowered. 
They and their forebears created the wealth which 
they now enjoy, and to put it crudely they control 
the necessary force to see that it is not taken away 
from them. Note also that between 1955 and 1958 
the foreign public debt of the underdeveloped coun- 
tries rose five billion dollars and in the same period 
their annual debt service rose fifteen percent. 


On the Other Hand 


International loans and grants are, of course, in 
themselves a good thing. Most of the investments 
made by the World Bank and the other organiza- 
tions mentioned are in such fields as electric power, 
agriculture, port facilities, transportation and com- 
munications, where private capital is unlikely to be 
attracted. Such investments can be perfectly sound 
and welcome marginal additions to gross capital 
formation in the underdeveloped countries. 

In practice, however, even such loans and grants 
as are available do not have the total effect that 
they should. All the best wishes and good will in the 
world will not alter the fact that the governments 
and beaurocracies of the underdeveloped countries 
are inefficient always and corrupt usually. A large 
proportion of the money that they receive is either 
siphoned off into various receptive pockets or sim- 
ply wasted. Another bad effect of these loans and 
grants is that they are often looked upon and treat- 
ed as a substitute for internal effort and initiative, 
which they are not, and cannot be. As such they 
may be highly dangerous. 


Capital With Advantages of Know-How 


Private foreign investment does not share many of 
these dangers. This is because private capital is 
kept in the hands of those who know how to utilize 
it, and invest it for the purpose of making a profit. 
This capital, then, generates more capital, some of 
which stays in the country in the form of taxes, 
royalties, wages, salaries and reinvestments, and 
most of which eventually returns in the form of 
better methods, lower costs and greater efficiency. 
the fruits of the proper employment of capital. 
Private capital can make a very welcome and valu- 
able contribution to the economic growth of an un- 
derdeveloped country, as foreign capital made a 
contribution to the development of this country in 
the nineteenth century. However, the entire private 
capital investment of the developed countries in the 
underdeveloped countries is tiny in terms relative 
to their internal investment and investments in each 
other. The accompanying table gives U.S. private 
long-term investments by regions. 

As of December 31, 1958, total U.S. direct and 
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portfolio investments overseas amounted to thirty- 
five and a half billion dollars, about seven percent 
of our gross national product for the single year of 
1959! 

This is not all, however. Of this total, twenty and 
a half billion, or 57 percent, was invested in West- 
ern Europe or Canada, which are not under-de- 
veloped areas, whereas only about fifteen billion was 
invested in all of Latin America, Africa, Asia and 
Oceania (even this total includes sizeable sums in- 
vested in Australia and New Zealand). 


Obstacles in Underdeveloped Countries 

To make matters worse, rather than trying to 
encourage a greater inflow of private funds by wel- 
coming foreign investment and treating it well, the 
governments and peoples of most underdeveloped 
countries do their best to drive it out, or prevent it 
from entering in the first place. That they have not 
been entirely successful is a tribute to the spirit of 
enterprise and the necessity for raw materials. 

In the entire year of 1958 the gross capital in- 
flow, public and private, to the underdeveloped 
countries amounted to five billion dollars. In the 
same year 9 billion dollars were spent in the United 
States on liquor and tobacco alone. If the entire five 
billion dollars had been distributed to the inhabit- 
ants of the Republic of India let us say, each in- 
dividual would have received seventeen dollars. 


Contrasts in Meeting Internal Capital Needs 


This leaves internal capital formation. There 
is not one of the industrialized countries in the 
world today that did not develop largely through 
its own efforts. The methods, of course, differed. 
® In the case of the United States, England, France, 
Germany and so forth, it was by means of more or 
less free enterprise. ® Japan developed through 
state capitalism and Russia through communism. 
But they all industrialized through the domestic for- 
mation of capital. 


in Communism—expropriation, liquidation of the 
kulaks, low consumption, miserable wage rates, 
slave labor—these are simply the formation of 
capital, communist-style. Under Capitalism — capital 
is formed by the reinvestment of profits, interest 
and dividends. Only in the most primitive manufac- 
tures is the part of labor in the formation of capital 
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there is much money to be mace 
in underdeveloped areas, but not more than 5s 
commensurate with the risk involved. Even given 
the risk the return is not fantastically high by 
any means. Between 1956 and 1958 the average 
profit of U. S. enterprise in Latin America was 
twelve percent, and that average included very 
high earnings in petroleum. Yet even so, capital 
invested in these countries follows very closely the 
curve of earnings. Another fundamental proposition 
that the underdeveloped countries would rather 
forget—money, whether domestic or foreign, will 
be invested where profits can be made. 


Hazardous Economic Experiments 


Many of the underdeveloped countries—in fact. 
most of them, have enacted, through the best of 
motives, very advanced labor and social legislation. 
In many of these countries the union movement is 
well-developed and powerful, and has the sympathy 
and support of the government and public vis-a-vis 
management. There is little or no realization that 
real wages must and will be moderate in an under- 
developed country, and that there is nothing, ab- 
solutely nothing, that governments, labor unions, 
or the enterprises themselves can do about it. The 
level of wage rates is a result of the investment of 
capital, not vice-versa, and wages will not rise 
unless profits can be made; substantial, continuing 
and secure profits. 

There is no other way. Since constant and sub 
stantial wage rises unaccompanied by higher pro- 
ductivity can lead only to inflation, some underde- 
veloped countries have attempted to take the eas) 
way out and finance industrialization with ever 
greater issues of paper money. Certain economists 
have even elevated inflation itself into a principle 
of economic development, a fine example of making 
a virtue of necessity. It is true that inflation is a 
way to expropriate the populace and confiscate its 
savings, and thus is a sort of bastard method of 
forming capital, but inflation also causes available 
local funds to be invested in non-productive enter- 
prises, such as land speculation, and in any case 
prolonged and severe inflation inevitably results, 
sooner or later, in disgust with the government and 
collapse of the economic system. 

To illustrate this I shall use as examples various 
Latin American countries, both because available 
statistics are much more plentiful for these nations 
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important. High productivity is 
U. S. Private Long-Term Investments By Regions the result of mechanization, 
f 5 which in turn is the result of the 
(in millions of dollars) . . . , 
ae Le heed ek. a are investment of capital. That is all. 
1897 1914 1929 1935 1943 1950 1956 1958 This very simple concept is one of § 
— - —__— — —____— - the most misunderstood, maligned § 
A. All long-term investment: and attacked, of any basic prin- J 
Western Europe .............. 151 692 4601 3026 na na 5224 6714 ciple of economics, but the attacks 
See 189 867 3660 3658 na na 11693 13842 and insults do not change the 
Latin America .................. 308. 1649 5429 4551 na na 8251 9769 facts—they merely lead to the ac- 
Rest of the World ............ 36. 306 1703 1606 na na 4514 5217 complishment of the same process 
Lae 684 3514 15393 12841 na na 29682 35542 through brutal, totalitarian 
B. Direct Investment only: ; methods. 
Western Europe ........0..... 131 573 1340 1370 2045 1720 3520 4382 For the formation of this capi- 
AES OD eee ee 160 618 1657 1692 2378 3579 7460 8929 tal in a free society many things 
Latin America oo... 308 1281 3705 3261 2721 4735 7459 + 8730 are necessary, among them a 
Rest of the World ............ 36 180 851 896 718 14754 3738 4180 high level of profits, a spirit of 
ET 635 2652 7553 7219 7862 11788 22177 26221 capitalistic enterprise and a 
sound wage scale. In some cases 
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than for the African or Asian countries and because 
they have had a longer history of attempts at econc- 
mic development. 

For the last three decades Mexico has been de- 
veloping steadily at an annual rate of about six 
percent per year, and since Mexico’s population rise 
is about two and a half percent, there has been a 
reg ilar rise in the standard of living of the Mexican 
pecole of about three and a half percent per year. 
It s true that Mexico has had substantial foreign 
investment, but the amount (slightly over one bil- 
lio) dollars from the U.S.) is hardly immense. It 
is lso true that Mexico can depend upon a large 
an: growing tourist traffic to bring in dollars. The 


po t is, however, that Mexico has been able to take 
ad. antage of these features, and turn them to 
acc ount. 


serto Rico has the great advantage of belonging 
to he United States, so that its goods and people 
ca! enter this country freely, but it had this ad- 
va’ tage for decades before men of vision and vigor 
an the spirit of enterprise were found to make 
th advantage work for them. The Mexican and 
Pu-rto Rican people work hard, and they save. They 
hae the incentive to work and to save for the 
sir:ple reason that their salaries and savings are not 
rer.dered worthless through inflation. One of the 
worst results of inflation is that for some time it 
produces a feeling of euphoria on the part of the 
government, the workers and even the business men, 
and the realization of the real condition of the coun- 
ry, when it comes, is a tremendous shock. 

A large amount of foreign private investment has 
gone into Brazil, which has softened the effect of 
Brazil’s galloping inflation, but when Brazil’s gross 
national product is deflated, and when it is con- 
verted into dollars at the free rate instead of at the 
artificial official rate, the per capita gross nationa! 
product is slightly over $60 (compared with the 
United States at $2550)! 

And yet Brazil in every respect is better endowed 
by nature with the raw materials of economic de- 
velopment than is Mexico. Chile and Argentina have 
also gone through periods of severe inflation coupled 
with misguided economic policies and grandiose de- 
velopment plans. In the past decade the standard 
of living of the Argentine people, once the highest 
in Latin America, has actually been reduced, where- 
as the Chilean per capita GNP has been rising at a 
miserable 0.6% per year. ° 

There are few underdeveloped countries in the 
world which do not have some economic advantages 
in terms of mineral or other resources. What is 
aw is the will and energy to properly utilize 

em. 


Where Resources For Industrial Power is Absent 


It must also be said that many countries will 
ver become great industrial powers. They do not 
ive the necessary resources, skills, raw materials 
r social setting to become highly mechanized and 
mplex societies. This is no reason for despair. 
‘either Denmark nor New Zealand are highly in- 
lustrialized countries, but they enjoy prosperity and 
high standard of living by acquiescing in, and 
sing, the international division of labor, rather 
nan fighting it at every turn. 

Unfortunately, it is also true that given our pres- 
«at level of technology, there are many nations that 
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TOTAL U.S. INVESTMENT AND EARNINGS 
IN LATIN AMERICA 


(Investment is for one year later than that indicated) 


——— Earnings: Percent increase or decrease over previous year. 
*=-=== Investment: Percent increase or decrease over previous year. 
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could not attain great wealth, or even become mod- 
erately prosperous, either through industrialization 
or specialized agriculture. These are the over-popu 
lated, underdeveloped and raw material-lacking 
countries, of which there are more than most people 
like to think. This could change of course with new 
scientific and technological advances, for power may 
be derived from the sun, food from sea-weed, and 
so forth. The accomplishments of man have been 
fabulous throughout the centuries, and in our own 
times what human beings can accomplish is best 
illustrated by the hard-working and sturdy Holland- 
ers, with so much of the land of their small country 
below sea level, and their new prosperity in spite 
of the loss of their colonial empire. 


The Vast Difference in Well-Being for the Masses 
Between Communism and Free Enterprise 


Every country can improve its standard of living, 
and some may become wealthy and powerful. Even 
the communist countries have industrialized rapidly. 
But they have done it by adopting policies better 
fitted for beasts than men, by losing every vestige 
of self-respect, dignity and individual initiative. 
They have done it by reinvesting a fantastic pro- 
portion of the national wealth every year in order 
to produce more wealth. Yugoslavia, for example, 
regularly reinvests almost 30% of its gross national 
product. West Germany, with a free economy, has 
been the astonishment of the world since 1945. It 
has literally risen from the ashes, until now it rivals 
the United States in trade all over the world. Gross 
domestic capital formation in West Germany has 
averaged 22.5% of gross national product annually, 
over the last eight years. This is the only way for 
any underdeveloped country to develop economically. 
(Please turn to page 642) 
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LABOR, as represented by the AFL-CIO, finds itself 
on an uncharted political sea. It is true that Presi- 
dent George Meany, after some reluctance, has said 
organized labor will support one of the major party 
nominees for the Presidency—that one a Democrat, 
no doubt. But labor’s pressing problem of the 
moment is which candidate of the two presently an- 
nounced, or of the four or five potentials, shall get 
AFL-CIO support for the nomination. Further, there 
is the possibility of waning labor influence on the 





WASHINGTON SEES: 


Anything near a sane solution of the grain sur- 
plus problem is not in sight before Congressional 
adjournment. 

Twenty-odd bills relating to wheat production 
and acreage pend before Capitol Hill committees, 
while about an equal number of measures re- 
lating to corn, cotton, tobacco, peanuts and rice 
gather dust in committee pigeon holes. Some of 
them closely parallel, others vary widely, all have 
sufficient supporters to cause a deadlock beyond 
sensible compromise. 


Partisan politics will cause additional confusion. 
Already there are complaints from the “other 
side of the aisle” that President Eisenhower's 
farm message lacked specific recommendations to 
overcome the costly problem—now running at 
$1,000 a minute for wheat storage alone. 


Hearings on the various measures will be ex- 
tensive, followed by prolonged closed-door Com- 
mittee consideration. These time-consuming pro- 
cedures betoken late May or early June before 
emergence of a measure ready for floor debate. 


Something will come out of committees, pass 
the Congress, finally go to the White House for 
signature, but those really close to the situation 
predict it will be a mouse from the mountain’s 
labor—not adequate to checking the flow of sur- 
pluses to the storage bins, this year or next. 














By “VERITAS” 


national political scene. In 1952, Meany, et al, suc- 
cessfully squelched the aspirations of the late Albe 1 
Barkley. Now, Meany and his cohorts ask themsleves 
if they can repeat such dictation to the convention 0° 
1960. Further, there is more division in labor’s up- 
per echelons than ever before, presaging consider - 
able disagreement on just who to support as the No. 
Democratic candidate. 


MISSILE “lag” is now about ruled out as a campaig! 
issue. Democrats, who have been blaming the pres 
ent Administration for our presently-believed sec 
ond place to Russia, have had a rude awakening 
from a “look at the record.” We had virtually no 
ballistic missile program between 1945 and 1951 
six years in which the Soviets no doubt got thei 
large missile program under way and on a firn 
foundation. Our foremost missile expert has de 
clared the period our “lost years” in the missile race 
all of them during a Democratic Administration. 


SUMMIT conference—insofar as Washington views 
it—can even now be written off as futile. The so- 
called “Spirit of Camp David” has long ago evapo- 
rated in the heat of Khrushchev’s bombastic and 
sabre-rattling gestures. Diplomatic sources are cer- 
tain the Russian Premier will be in a truculent mood, 
that before he shows up the Soviets will have made 
another spectacular advance in rocketry, and that 
he will be talking from a position of strength—in 
his own opinion at least. Like the Geneva Summit 
Meeting, the forthcoming Paris gathering is headed 
for stalemate with foreign ministers slated to pick 
up the burden. On a hopeful note, diplomats here 
do not see a Khrushchev ultimatum on the Berlin 
issue, but he will, they say, insist upon separate 
peace treaties with East and West Germany. In 
the meantime, the State Department and intelligence 
agencies are closely following the Khrushchev “junk- 
et” about Asia and Africa. If his receptions in these 
travels are tepid, we will be in position to be tougher 
at the Paris Summit Meeting. If the pudgy little 
“Sharpshooter of the Ukraine” experiences really 
warm welcomes, our Summit position will be pro- 
portionately weakened. 
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Major tax revision by the present Congress is now very 








definitely "out the window," insofar as House Ways & Means 








Committee — supreme Capitol Hill tax body — is concerned. 





The Committee, 
solidified its position of "No tax revision this year, 
unless it be very minor." Concluded are hearings on 


through its Chairman, has now definitely 


























rists' needs — to say nothing of grain 
ele ators and storage. It was 1916 when the 
co-ops got their tax—exempt status, and on 
thi:, sharp co—op operators have built an 
"empire" that is threatening to the private 
enterprise system. It is possible — despite 
the election year — that Ways & Means will 
bring out legislation to put the co-ops in 
a less advantageous competitive position. 
Still hanging fire is President 
Eisenhower's proposal that rural electric 
co-operatives, now borrowing Federal money 
at 2%, be required to pay interest at par 
with Treasury borrowing costs. Despite merit 
of the President's proposal, Congress will 
"turn thumbs down," thus favoring one class 
of citizens against the other. The over- 
exaggerated estimate of farm vote volume 
precludes possibility of action during the 
present Session of Congress. 














Navy-Air Force Space Feud (page 520 Jan. 
see — and hear. Naval Chief of Operations 
Admiral Arleigh Burke has told a Capitol 
Hill Committee that the sub-fired Polaris 
missile has proved itself, therefore he 
recommends a big step—up in the Polaris . 
programs. Despite White House "parochial" 
condemnation of Defense "brass," Burke has 
flatly stated the Navy should — and could, 
build six more Polaris-firing submarines — 
instead of three as now programmed for next 
fiscal year. Cost about $975 million, another 
nick in the $4.2 billion anticipated budget 
Surplus. Congress can appropriate, but 
cannot compel construction of the new 
vessels, therefore there is no need fora 
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veto or any Presidential comment. 


taxation of co-operatives and there is the slight 
possibility of legislation in this area — not so much as a 
matter of capturing revenue for the Treasury as putting 
the co-ops in a less favorable competitive position as 
opposed to private enterprise. 

The co-operatives, which originated about 1900, when 
there was no income tax and when their operations were 
relatively small, have grown into "big business," 
distributing and marketing electric power, farm machinery, 
fertilizer, oil drilling and refining, petroleum retailing, 
including the operation of service stations with their many 





In the 
meanwhile, Army missile research has come 
through with a demonstration, not 
necessarily convincing, that it has 
developed an anti-missile interceptor. 
Army's Hawk has — in limited test — blasted 
an Honest John out of the sky. Missiles to 
intercept missiles are in for increasing 
research and development. The picture is 
befogged somewhat by a recent Army statement 
that its Nike-Zeus can "out—shoot" the 
Polaris. It all points up the necessity fora 
Single missile-space agency, under civilian 
control that would be free of inter—service 
rivalries. 


Retail Sales Run Behind General Economy Ad- 
vance, according to preliminary data from 
the U. S. Department of Commerce. Dollarwise, 
sales are up, but a study of unit and 
customer purchases, reveals they are down. 
In January, retail sales were $16.1 billion, 
a two percent advance over the same month 
last year, as well as a like increase over the 
Christmas month of December. It is noted, 
however, that inflation and general rise of 
prices cut sales volume to just below the 
January 1959 level. Further, most of the 
January rise is attributable to new car 
purchases rather than to purchases of soft 
goods for home consumption. When it is all 
tabbed up, December sales will be behind 
those of November, while the gross national 
Product has moved upward about 2.7 percent. 


U. S.-European Travel Will Move Upward This 
Spring and Summer, thus draining more dollars 
from our Ft. Knox reserves and at the same 
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time cutting into domestic automobile sales. 
Preliminary figures from the Department of 
Commerce and the American Automobile 
Association, indicate that around 150,000 
Americans planning European travel in the 
next few months will purchase cars overseas, 
cruise Europe at their leisure and then 
bring their cars home. Even though ocean 
freight rates are high, the importers of 
"used" cars can save from $200 to $700 on 
each car bought there, used there, and then 
brought here as used vehicles. Estimate of 
customs fees to be lost are not available, 
but it seems certain that U. S. auto 
manufacturers will lose sale of at least 
150,000 units this year. 


Payola gets close Federal Trade Commission 
observation, but not to the exclusion of deceptive 
Radio-TV Advertising. Since last Dec. 1, FTC has 
initiated nearly 50 complaints against 
record producers and distributors, charging 
unfair competition in "payola" payments to 
dise jockeys for "plugging" phonograph 
records. The complaints are not prosecutable 
in criminal courts, but can bring forth 
cease and desist orders, after which 
criminal action is available. Meanwhile, 
with a greatly augmented radio-television 
monitoring force, FIC will continue its 
close check on advertising that may be 
construed as "deceptive." 

Federal Communications Commission 
(FCC) has come up with suggested 
legislation, aimed primarily at rigged 
television shows and lax programming by 
networks and local stations. House 
Interstate Subcommittee on Legislative 
Oversight takes dim view of the FCC 
proposal — will write its own 
legislation. Passage, however, is 
doubtful. It may clear the House, but 
Senate Interstate Commerce Committee will 
want a careful and time-consuming "look— 
see." Best educated guess at this moment is 
that the whole "mess" will be dumped into the 
lap of the next Congress. 


Minimum wage legislation may be stalled in 
House Committee and thus die before adjournment. 
This despite fact that House Speaker Sam 
Rayburn, of Texas, forecast passage shortly 
after Congress met on Jan. 6. A Senate 
Labor subcommittee has given its approval 
to a $1.25 per hour minimum, and brought 
about 10 million persons (heretofore 
exempt) within the Act's provisions. Full 
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committee has yet to take up the 
subcommittee's recommendations. House 
Education & Labor Committee opens hearings 
on the subject early this month, and 
doubtless will okay a measure similar to that] 
of Senate bill. But getting the measure tx 
floor of House will be problem of supporters. § 
House Rules Committee, dominated by Southern 
influence, will be slow to clear the bill 
for debate unless the $1.25 per hour figure 
is cut back to $1.15 and present exemptions 
are retained. Further, there will be the 
time-consuming procedure of reconciling 
Senate—House versions through conference 
between representatives of both chambers. 





Russian Atlantic cable interference definitely 
established but don’t look for confirmation. Official 
Government attitude will continue that tej 
three cable-breaks (Atlantic) of last yea” 
were of unknown origin. Navy, however, is 
convinced the interruptions were caused by 
Soviet attempts to determine how the cables 
carried sonar channels as well as voice 
transmission circuits. 


Political picture is foggy and will continue so for 
months to come. It is an almost 100% certainty 
that Richard M. Nixon will be the GOP nominee 
for the Presidency, althuugh New York's 
Governor Nelson D. Rockereller cannot be 
entirely eliminated at this moment. The fog 
arises when one tries to pick the 
Democratic nominee. Senators Kennedy (Mass. ) 
and Humphrey (Minn.) are the front runners 
now, but Washington's experienced politicos 
rule out both of them. Kennedy because of his 
youth and religious affiliation. Humphrey 
because he is not fitted for the job, even 
though he boasts eight years Senatorial 
experience. Other potential Democratic 
candidates, all of them in the Senate, point 
to a Convention deadlock that will be 
finally resolved by the selection of Adlai 
Stevenson, already a two-time loser. In the 
meanwhile, residents of Yorba Linda, Calif.. 
are so certain that native son Nixon is 
to be elected that they are now building 
"the log cabin in which he was born." 


National Labor Relations Board's 
work load mounts under pressure of Landrum- 
Griffin Act. The Board has added help and 
is budgeted for $17.3 million in fiscal 
1961, a $2.57 million increase over current 
year — but needs some $300,000 more than that 
in order to keep abreast. 
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CANADA and U.S. JOINED 





BY MUTUAL INTEREST 
IN NATURAL GAS 


— And the Companies Involved 


By KENNETH HOLLISTER 


ALE of Canadian natural gas in the United 

States came one step nearer this month with the 
conclusion of hearings before the newly formed 
National Energy Board. At the end of almost two 
months of testimony and argument it appeared 
virtually certain that Natural Gas would start mov- 
ing southward across the border this summer. For 
its part, the Federal Power Commission in Wash- 
invton has already authorized one important license 
and is holding hearings on others. In view of this 
impending major development it seems an appro- 
priate time to review the position of the equities in 
the Canadian pipeline field. 

Chere are essentially six proposals to export gas: 
1) Trans-Canada Pipe Lines seeks to sell 204 million 
cubic feet per day at the Manitoba-Wisconsin border 
to Midwestern Gas Transmission; 2) Trans-Canada also 
is asking permission to sell a similar amount to 
Tennessee Gas Transmission (parent of Midwestern) 
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on an interruptible basis at Niagara Falls (after 
1961); 3) Alberta and Southern, a new project, pro- 
poses a one thousand mile pipe line from the Alberta 
border southwestward to northern California that 
will initially deliver 460 million cubic feet daily; 4) 
Westcoast Transmission Co. asks to sell 150 million 
cubic feet per day to El Paso Natural Gas Co. in ad- 
dition to the already authorized 300 million cubic 
feet ; 5) Canadian Montana Pipeline anticipates slight- 
ly more than doubling the 31 million cubic feet now 
delivered to its parent—Montana Power Co.; and 
6) Niagara Gas Transmission Co. (which purchases 
from Trans-Canada) proposes to sell to St. Law- 
rence Gas Co. (a subsidiary of Consumers Gas Com- 
pany of Canada) for ultimate distribution in New 
York State. This latter aplication is for the smallest 
quantity of gas, about 17 million cubic feet daily, 
and has the slimmest chance of quick success as it is 
faced with a competing proposal of Niagara Mohawk 
Power Company to serve the same market. 

















Export Application By Trans-Canada Pipe Lines 


Of this group of applications the sale by Trans- 
Canada to Midwestern appears destined for quick 
and complete approval; the FPC already having 
ruled in its favor. The conection will require the 
least construction of the major proposals and as- 
suming authorization by Prime Minister Diefen- 
baker’s cabinet (a necessary procedural step) the 
project could be in operation before the 1960-1961 
heating season. Other factors also favor approval, 
such as the active support of the Canadian govern- 
ment in construction of the line, (although by a dif- 
ferent administration) and the export plan was im- 
plicit in the original construction. 

Trans-Canada’s second proposal, to serve inter- 
ruptible gas to Tennessee Gas Transmission Co. at the 
Niagara Falls terminus is a somewhat more con- 
troversial sale, and also a relatively recent develop- 
ment. It will undoubtedly be beneficial to Trans- 
Canada in offsetting the low load factor operation of 
a new facility having no underground storage fields. 
Tennessee, on the other hand, could use this gas for 
the New York-New England market as well as in- 
jecting it in storage in northern Pennsylvania, This 
contract would run for a concurrent term with the 
export to Midwestern. 


The Other Pipe Line Applications 


At this time it also seems fairly certain that the 
Westcoast and Alberta and Southern applications will 
be treated favorably, although there remain several 
hurdles. Readers may remember that Westcoast 
Transmission was constructed during 1957 and 1958 
to serve distributing companies in the Province of 
British Columbia and to export gas to Pacific North- 
west Pipeline Co. (now El Paso Natural Gas Co.) in 
quantities rising from 200 million cubic feet on com- 
pletion of the line to 300 million cubic feet daily 
after January 1, 1959. The export price of 22¢ has 
subsequently come under extensive criticism. Ap- 
parently because of difficulties in obtaining delivery 
of reserves, Westcoast has never sold the full quan- 
tity called for in its contracts to 


tional reserves in the province would permit export 
of the larger quantity without endangering the gas 
required to supply the Alberta market. It is also 
possible that the Commission was trying to show the 
NEB that it would not be necessary for the federal ®™ 
board to curtail the export permits. 

In view of the magnitude of gas discoveries in 
Canada, especially Alberta, in recent years it may 
seem strange to be speaking of curtailment of sa es, 
but there are both economic and political problems 
involved. 





The Rising Tide of Nationalism 


In recent years Canada’s industrialization las 
been accomnanied by a rising tide of nationalism 
Concurrently there has been an understandable °e- 
gard for development of resources for the ben fit 
of the Canadian economy. It was for this reason ‘he 7 
Alberta Conservation Commission first reduced ‘he 7 ‘ 
export authority of Alberta & Southern and West- é 
coast. It is not known, of course, how the Natioial 7 
Energy Board will approach this problem, but th« re 7 
have been rumors that export will be restricted to = 
amounts remaining after segregation of all of C: n- 
ada’s requirements. To the impartial observer, ho w- 
ever, there seem to be greater pressures, such as the 
need for capital, to continue developing reserves | 
which would preclude any significant reduction >y / 
the NEB at this time. A Magazine of Wall Street © 
article of December 5, 1959 recited in some det.il 
the vast discovered and probable, untapped reserves 
in Western Canada. This gas inevitably will be sold 
through the vast interconnected pipelines of the two 
countries. 


The Question of Gas Rates 


The issue of prices also is an intriguing one, but 
less susceptible to rationalization. Producer prices 
are set by contract and are not subject to direct 
regulation by the NEB. The competitive price at 
which gas can be sold in eastern Canada may put 
an effective ceiling on gas committed for such sale, 





the United States. Purchases of 
new gas reserves in Alberta, how- 
ever, permitted the company to 
apply to the Alberta Conservation 
Commission for authorization to 
raise its proposed exports by 150 
million cubic feet per day. 
Before a ruling could be ob- A 

tained on this application, Alberta A 
and Southern (an affiliate of 


Pacific Gas & Electric Co.) also — 195 
sought permission to export Al- 1968 242 
berta Gas through a line reach- 1903 - 


ing to San Francisco. The two 
companies requested export au- 
thorizations aggregating 5.2 tril- 
lion cubic feet of gas (4.2 trillion 
for Alberta & Southern) over a 
twenty-year period. Originally, 
the Alberta Commission favored 
export of a smaller amount, but 
last month it reversed itself, ap- 
proving the original request, and 
noting that development of addi- 





Possible Canadian Market Requirements For Alberta 
Natural Gas (billions of cubic feet) 


Transmission 


134 


Alberta Company Lid. _Corporation Pipe Lines Ltd. Demand 
B Cc D E F G 
58 18 25 25 234 234 
58 18 288 189 558 459 
58 18 458 291 776 609 
58 18 652 381 1,010 739 
58 18 1,002 


A Province of Alberta estimated requirements. 

B Withdrawals by Westcoast Transmission from the Alberta Peace River area plus 1.6 
billians cubic ft. annually by the Peace River Transmission Co. for local markets (pro- 
jection of existing permits only). 

C Direct purchases of Alberta gas by Saskatchewan Power Corporation (projection of 
existing permit only). 

D Estimated requirements of Trans-Canada in provinces from Saskatchewan to Quebec. | 
Prepared for Trans-Canada Pipe Lines Ltd. | 

E Estimated requirements of Trans-Canada in provinces from Saskatchewan to Quebec. 
Prepared for Alberta and Southern Gas Co. Ltd. 

F Addition of columns A to D. | 

G Addition of column A to C plus E. 


Source: Royal Commission on tinal First viel 


Saskatchewan 
Power 


Westecest 


Trans-Canada Possible Canadian 





593 1,494 
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Earnings Data 








estcoast Transmission d.194 22.15 


1__1st 9 months. 
2_As of 12/31/1958. 
3_As of 9/30/1959. 


Deficit. 
A.—Not available. 


| 





Leading Canadian Natural Gas Pipe Line Companies 


1958 1959 

Net Net 
Total Earnings Total Earnings 

Revenues Per Revenues Per 

—(Mil..— Share —(Mil.)}— Share -——— 

iberta Gas Trunk Line ................. $ 9 $ .009 N.A. N.A. 
ans-Canada Pipe Lines .............. 9.0 WwW 19.71 «1.241 
nciinesasebeinne 8.64 d.225 


4—1st 6 months of operations 





thus far constructed to 
serve Trans-Canada are 


ccmmnciiliaRetaiin Ulan Mii neces about double the originally 


, = contemplated size and still 
t 
ee = oi make no allowance for -pos- 
Debt Surplus Property sible export. By the end of 
——__ ions} this year the company will 
$30.02 $14.42 $35.12 have approximately $70 
206.73 = 47.85 247.8% million of property devoted 
164.05 48.55 206.05 oe ree on 


to serving Trans-Canada. 
As the original contract 
was for a lesser expend- 
iture it seems reasonable 


to 6/31/58. 
-Year Mar. 31, 1959. 








ho ever. Most of the present contracts will result 
in airly high prices to U. S. distributors and the 
Fe eral Power Commission, whose authority begins 
at he border may delay approval while seeking re- 
du tions. 

ate regulation of the Canadian pipelines is still 
ne ulous. By law the Nationa) Energy Board is re- 
qu ved to set just and reasonable rates, but there 
ar, at present, no guide posts. Because of the im- 
po tance of the export it is probable that the orders 
th t are granted will be issued on the basis of 
co. tract prices and investigation of rate matters 
wil be undertaken subsequently. Because of the 
naiure of the Canadian economy, it is not likely that 
rate regulation will be as strict as that of the Fed- 
eril Power Commission. It should also be remem- 
bered that Canada does have provincial regulation 
and this has varied as widely in its approaches as 
the various state bodies in the United States. Thus 


far the National Energy Board has operated in a 
business-like way and has recognized its responsi- 
bilities. Despite the clamor for export it refused to 
be stampeded, and held orderly hearings. The same 
procedure is anticipated in rate matters. 


Alberta Gas Trunk Line 


Before turning to analysis of the pipeline compa- 
nies themselves there is one unique operation direct- 
ly related to all natural gas sales in Alberta. Alberta 
Gas Trunk Line Co. was created in 1954 to act as 
a common carrier within the province and to under- 
take activities relating to such service. Its voting 
stock is primarily owned by producers of natural 
gas. Other voting shares in nominal amounts are 
held by utility companies, pipelines and representa- 
tives of the Lieutenant Governor of Alberta. Shares 
outstanding in the hands of the public have no 
voting privilege. At present the company acts as a 
gathering system for Trans-Canada. Under terms 
of the contract between the two companies Trunk 
Line until 1961 receives 4¢ per mcf (one thousand 
cubic feet) of gas delivered. After that date Trans- 
Canada will pay an amount equal to all of Trunk 
Line’s operating expenses, depreciation at 4%, taxes 
and a 714% return on the net investment in plant 
plus working capital. On the basis of current de- 
liveries to Trans-Canada, which are still somewhat 
below the more optimistic expectations, Trunkline 
is expected to earn about 40-45¢ per share in 1960. 

The future of Alberta Gas Trunkline is closely 
related to that of gas export as it is essentially the 
cnly carrier of gas from the producing areas and 
operates on a cost plus return basis. Facilities 
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to assume some further in- 
centive will be granted to Trunk Line. In this con- 
nection it may be noted that Trunk Line will prob- 
ably not be subject to regulation by the NEB. 

In addition to expanding to meet Trans-Canada’s 
needs, Trunk Line is contemplating expenditures of 
$100 million to serve the combined facilities of 
Alberta and Southern. Westcoast, and Canadian 
Montana. Financing of this program will require 
some dilution but it is apparently the policy of man- 
agement to maintain a leveraged capital structure 
of 75% debt, 5%-10% preferred stock and 15%- 
20% common stock and surplus. Because of rising 
money costs and possible changes in the earned re- 
turn, earnings projections are at best rough esti- 
mates. Using an 8% return, however, and about a 
6% cost_of senior capital, 1963 earnings might be 
in the range of $1.50 - $1.75. The publicly held 
shares rose from the offering price of $5.25 to 21 
in 1957. Since that time the range has been 30 high - 
12 low. Currently selling at 25, the shares are 14.5 
to 17 times estimated 1963 earnings, but are the most 
reasonably priced of the Canadian pipeline stocks. 
Because of the company’s strategic position in 
Alberta it is certain to share in the anticipated ex- 
pansion of the Canadian gas industry. 


Progress of Trans-Canada Pipe Line 


Construction of Trans-Canada Pipe Line was 
completed in October 1958 although a small portion 
of deliveries started during 1957. In addition, 
through an exchange agreement, some sales were 
made in the Toronto area starting in 1954. It is 
the largest of the Canadian pipelines, extending 
from Alberta to Montreal via Toronto. Peak de- 
liveries during the past year were 371,000 mef daily 
and average deliveries were 190,000 mcf. Recently 
the company prepared revised estimates of domestic 
sales growth and indicated it expects to increase 
deliveries to its domestic customers by 1963 to a 
level of 645,000 mcf on an average day and 725,000 
on a peak day. In order to achieve such sales, how- 
ever, customer companies in eastern Canada will 
have to record a compound rate of sales growth in 
excess of 20% annually. 

In addition to the prospective rise in domestic 
sales, Trans-Canada has two export proposals, each 
of 204,000 mcf daily. As noted above, the plan to 
export at the Manitoba-Wisconsin border is expected 
to be the first to be authorized. As earnings are 
developed from this sale they will aid the company 
in financing the purchase of the $130 million North- 
ern Ontario Section, (owned by the Government 

(Please turn to page 637) 
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WHAT 1959 ANNUAL 


EARNINGS REPORTS REVEAL 
Looking to 1960 


by PAUL J. 


HE analysis of annual reports this year deserves 

the most careful attention from all stockholders, 
not only in relation to company position and pros- 
pects, but for the picture it presents of the factors of 
strength and weakness in our economy. 

While the current flow of 1959 reports will not 
reach its peak for a month or so hence, enough of 
these have appeared to give a pretty clear picture 
of the status of our economy as far as several key 
industries are concerned, as well as some of the 
thorny problems likely to face business in general in 
the forthcoming year. 

The present article continues the analysis of an- 
nual reports that was initiated in our February 13 
issue. As remarked therein, earnings reports on the 
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whole were extremely favorable, considering th« 
severe handicap of the steel strike. Of the total 98 
companies covered in the tables in the present and 
preceding issues, all but 15 reported earnings gains, 
most of them substantial. The few recalcitrants were 
mostly in the aircraft manufacturing, metals, oil and 
steel industries. 

Even within the latter two groups the news was 
by no means entirely discouraging. 


Oils—Among the oils Standard of California, Gulf 
and Atlantic suffered earnings declines, but New Jer- 
sey Standard, Shell, Texaco, Indiana, Ohio Oil, Socony 
and Sun all reported moderate profit gains. Atlantic’s 
rather sharp setback occurred despite a narrow gain 
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in sales, which was insufficient to overcome the 
higher costs, but most of the others managed better 
cost control. Taken altogether, the performance of 
the industry cannot be considered much better than 
neutral, and yet earnings were better than expected. 
Formerly the leading favorites on almost every- 
pody’s growth list, the oil stocks have lost their 
popularity within the last three years and have 
suffered a private bear market of their own. This 
change of attitude, while justified, now seems exag- 
gers ‘ed. In the current year no substantial correc- 
tion of the petroleum marketers’ major problems— 
the -lut in crude supplies and a slower expansion of 
domestic demand—can be realistically looked for, 
but mproved refining and marketing processes with- 
in tie control of management should allow at least 
sati factory results. In a word, management has 
shov'n itself to be alert and able. 

V ithin the Steel Industry, our previous issue com- 
mer*ed upon two companies, Armco and National, 
whi-h were partially strike-exempt and accordingly 
ma! aged to report considerably higher profits for 
the ear just ended. Two specialty companies report- 
ing more recently, Granite City and Aliegheny Ludlum, 
‘in the same happy boat. More typical, of course, 
were the results of such giants as U. S. Steel, and 
Bethiehem. The latter owing to forced draft opera- 
tions both before and after the work stoppage, was 
able to maintain its year-earlier sales level, but 
suffered an unavoidable loss of 89¢ a share in the 
third quarter. But then Bethlehem, in common with 
all of the other major steel companies that have so 
far reported (Inland, Republic, United States and 
Youngstown), was able to recover well into the black 
for the final quarter—an extremely creditable per- 
formance under the circumstances. 

In the present year, with labor peace assured, and 
with the wage boost (except for some fringes) not 
to go into effect until December, the outlook con- 
tinues favorable. Production should reach between 
120 and 130 milion ingot tons, comparing with previ- 
ous peak output of 117 million tons in 1955. Just the 
same, some serious problems relating to the longer 
run persist. The industry obtained in the strike 
settlement nothing better than a pious offer of con- 
sideration of its work rule demands. The profit 
margin in a heavy fixed capital industry, like steel, 
will improve rapidly only up to approximate capac- 
ity, which is likely to be approached this year by 
many companies. (Industry capacity is around 150 
million tons). Again, owing to sharply rising costs, 
depreciation is proving insufficient to replace worn- 
out capacity, let alone expand it. While the cash flow 
—earnings plus depreciation—in the industry is 
characteristically heavy, the vexatious problem of 
the replacement of obsolescent facilities is far from 
solved. These factors suggest considerable caution 
in appraising indicated steel company earnings, 
generous as they should be in the year ahead—in 
the light of new emerging factors relating to inven- 
tory build-up and competition on the one hand, and 
forcign holdings and assets—so that each company 
wil! have to be appraised on its individual position. 

The two Automotive giants, General Motors and Ford, 
to no one’s surprise, both enjoyed very substantial 
Sales gains, of 18% and 30% respectively, last year. 
On this larger volume GM increased its profit mar- 
gin only narrowly, but this was sufficient to expand 
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1958’s somewhat worrisome coverage of its $2 divi- 
dend to a much more comfortable $3.06. Ford, how- 
ever, represents a much more volatile situation, and 
the combination of its expanded share of the market 
with excellent control of expenses—despite a quarter 
of a billion dollar write-off on the failure of the Edsel 
—caused earnings to leap from $2.12 in 1958 to 
$8.34 last year, a narrow gain over 1955’s $8.17 and 
a new high in Ford’s history. Both companies were 
affected by the steel strike but Ford made a strong 
comeback, to $2.05 a share, in the final quarter where- 
as GM showed scant recuperation. Ford’s impressive 
performance makes some increase in the present 
dividend rate of 60¢ a quarter an early probability. 

These two companies will certainly enjoy further 
sales gains. January sales, however, have disappoint- 
ed the manufacturers in their expectation of hordes 
of eager buyers awaiting only the settlement of the 
steel strike before mobbing the dealers in a panic 
to sign on the dotted line. Over the longer run the 
reemergence of American Motors as a real competi- 
tive factor, the substantial penetration of the domes- 
tic market by imports, and some indications that the 
interest of American consumers is shifting away 
from “insolent chariots’” to housing and furnishings 
should be considered as counter-arguments to the 
vaunted growth of two-car families. In summary, 
it does look like the earnings decline in process since 
1955 has been checked, but further earnings growth 
is likely to be at a slower rate than prior to that date. 


Drugs—Several of the drug companies have also 
reported for 1959. Substantial sales gains of 11% 
and 9% were achieved by Parke Davis and Smith, Kline 
& French, respectively. In appraising these gains it 
must be recalled that this is an industry which 
suffered no more than negligible effects from the 
1958 recession, so that these advances represented 
progress and not mere recovery. As the investigators 
in Congress are now reminding us, high profit mar- 
gins are characteristic of the drug trade, and this 
is clearly evidenced in the performance of the two 
companies mentioned. It seems probable that their 
profit margins are now close to their maximum—the 
Kefauver Committee’s inquiry and attendant pub- 
licity will certainly act as a damper—but oppor- 
tunities for continued sales growth do not seem at 
all diminished. Thus, the ethical drugs look dis- 
tinctly attractive as long as no unreasonable pre- 
miums for their glamor attributes are paid. 

In a related but slightly different field, Gillette and 
Bristol-Myers both reported rather moderate earnings 
gains for last year, from $2.97 to $3.34 a share for 
the former and from $1.46 to $1.70 for the latter. 
Bristol-Myers, in common with many other manu- 
facturers of proprietary drugs, has shown a tend- 
ency to expand into the ethical field, so that the once 
clear distinction between these two branches is be- 
coming blurred. Gillette, however, has moved in a 
different direction, by seeking opportunities in prod- 
uct diversification that allows a more intensive use 
of its experienced distribution system. As the very 
slight variation in net income of both of these com- 
panies from quarter to quarter last year indicates, 
their earnings are unusually stable. 

If the drug industry operates on a wide margin 
of profit, one at the opposite end of the spectrum is 
the shoe business. 


















































d—Deficit. 


Comparative Sales, Earnings & Net Profit of Leading Companies 
———Net Sales - Net Profit 
1958 1959 Margin Net Per Share Net Per Share Per Quarter 1959 
1958 1959 1958 1959 Ist 2nd 3rd 4th 
——Millions)—__—— 
Allegheny Ludlum Steel ..........-cccse..e.... $201.7 $230.6 2.9% 48% $1.52 $2.92 $1.18 $2.02 $1.01 $ .73 
Aluminum Co. of America ..............0.... 753.1 858.4 5.6 6.4 1.96 2.52 49 84 56 64 
American Cyanamiid ...................0c00000- 525.0 583.5 8.3 8.9 2.07 2.46 62 66 61 .57 
American Radiator & S. S$. ..........0.0000. 476.6 517.4 3.1 4.1 1.25 1.80 26 32 46 76 
Pimmerbern VISOR ..ciiscesccscecscesscescocscess 216.9 239.8 3.2 6.3 1.36 2.98 71 81 66 70 
Atlas Powder 65.6 70.7 4.3 5.5 3.80 5.15 91 1.53 1.27 1.44 
Babcock & Wilcox .. 365.9 332.0 3.5 4.8 2.11 2.58 72 -92 42 52 
Bethlehem Steel ..................cccccccceseeeeee 2,005.9 2,055.7 6.8 $7 2.91 2.44 1.06 1.59 d 89 69 
UN as scilcoccoasarectadnceays 113.8 N.A. 63° N. A. 1.46 1.70 46 39 44 44 
IIA Sha ccc conch pa coca cxcuschontrcarineenctans 228.6 322.9 8 3.3 .33 2.35 94 1.06 .03 -32 
RNIN INNO oso sei Levis vanccssracseonss 585.1 742.3 5.5 6.2 1.16 1.68 37 65 52 14 
Container Corp. of Amer. ................... 289.6 322.2 5.3 6.0 1.41 1.83 -38 42 39 .64 
MONEE GOOD aisciciacasdssccostcicésscaseccias 1,084.4 1,146.5 3.8 3.5 3.51 3.20 49 1.06 1.41 24 
RII sc ccs cibenceses saaxsavsasiasusteciatasccces 336.2 310.1 1.6 2.1 2.12 4.03 .27 .66 1.23 1.87 
RNG os saccsscesbonansnkcenavenasnbcaneusvedae 472.6 542.5 8.5 8.9 5.89 7.02 1.08 2.67 2.23 1.04 
RNIN scan Si kes plicensnsiasaserzeccccusiereaes 197.8 287.3 4.0 6.0 1.73 3.60 -90 1.20 -76 74 
.. 1345 146.1 1.4 1.0 1.98 1.50 — .131 _— 1.37! 
RI ocak cs sosivtans cabvaatiasaccebsaceaeen 4,130.3 5,356.9 2.8 8.4 2.12 8.34 2.46 2.76 97 2.05 
NINN cs ciccnsccstasisdssanbasenavsoneal 9,521.9 11,200.0 6.6 7.0 2.22 3.06 1.03 1.05 47 51 
General Tire & Rubber ......................5. 469.7 676.9 2.4 3.9 2.06 4.84 1.17 1.46 1.16 1.05 
NE crise si cactsnsiscsckearesnimaiimioese 193.8 N.A. 14.2 N.A. 2.97 3.34 73 78 -90 -92 
NINE MINN TUININE  ei cas cesicscecicascssertanaactac 125.0 164.3 75 9.8 2.18 3.76 81 1.13 75 1.07 
a __ SOS S EE Re a er eneOe ER 2,769.3 N.A. 11.8 N.A. 3.29 290 .68 77 75 : 80 
International Harvester ....................... 941.0 1,193.0 4.5 6.4 2.69 5.10 d.36 2.42 2.06 .98 
International Shoe ...............c:cccecceeeee 244.3 283.2 3.0 3.2 2.25 2.71 —- 1.161 ~~ 1.55! 
Joh BIND co ssscsckcccinnusnscnesneketans 260.2 297.7 4.8 5.1 2.38 2.61 -66 64 85 46 
Marquette Cement .... 51.8 55.8 16.8 17.0 3.26 3.55 .22 1.24 1.56 .53 
NIN scnlecssssnassndsubisons cabeissnidisennins 105.7 123.0 9.3 10.4 2.91 3.92 -98 1.04 1.06 85 
Minneapolis Honeywell Regulator ..... 328.4 381.3 6.8 7.4 3.23 4.20 85 a2) 1.21 1.23 
I os clsas deen curdsanscecibcineounins 457.6 530.5 9.7 9.8 3.65 4.30 -96 1.25 1.00 1.10 
New York Air Brake ...............c:cccccee 33.0 42.9 3.1 5.2 1.42 3.07 .69 91 74 73 
Nica cicsckcksacscsicebancdaantsaaiors 271.4 N.A. 11.7 N.A. 2.45 2.76 78 .64 .63 71 
Owens-Illinois Glass ..................0:00000 508.4 552.6 6.4 7.3 4.82 5.20 98 1.52 1.66 1.04 
PR, EGG, on sccccscscccccdssscsasesecss 172.5 191.5 16.2 16.1 1.89 2.09 -47 46 57 59 
NI IS oak cntes uickcssnsddvenisisasascnncses 65.2 89.9 11.0 11.9 1.94 2.78 39 38 77 1.24 
Raytheon Co. ......... 494.2 2.5 2.7 3.08 3.89 74 75 73 1.67 
Reynolds Metals ..... ols , 489.2 8.8 9.1 2.22 2.42 49 -57 55 81 
NI ONIN cssuch catch scinancasandicpexbabezuiiics J 215.9 8.2 10.7 12.79 20.51 4.58 6.09 5.03 4.82 
RINE: Soicacacacincicensuscevecancaiserstion 118.3 127.3 4.1 5.2 2.56 3.49 63 95 1.01 .90 
Re IN II occ paccassninciniesnacesriaceasans 75.6 86.1 5.2 7.2 1.47 2.31 -76 58 35 .63 
Smith Kline & French ...............::ccceeeeee 124.0 134.9 16.7 d 18.5 1.43 1.72 42 47 48 36 
GE TINIE MD saiccscscseacssscticrccsnccasncss 2,885.6 N.A. 5.4 N.A. 3.24 3.35 -93 66 95 81 
Standard Oil of Indiana ......ssco-sssee 1,864.0 N.A. 63 NA 3.29 3.90 1.25 % 16 93 
EE IID das nscsceconssnesccissscecsneins 211.8 229.5 8.5 9.8 1.95 2.41 51 75 .60 55 
Sun Oil 746.3 4.3 5.7 2.73 3.48 .96 -92 87 74 
Texaco N.A. 13.3 N.A. 5.24 5.85 1.56 1.22 1.63 1.44 
Union Carbide Corp. ... 1,531.3 9.1 11.2 4.15 5.70 1.38 1.62 1.21 1.48 
Re INE cickiccosecanssnisaicstsoaxcestnsssinaat , 976.7 2.5 3.6 3.05 5.30 1.55 1.30 1.09 1.36 
Westinghouse Air Brake .................0006 206.2 209.4 42 5.4 2.10 2.71 47 -64 71 89 
N.A.—Not available. 16 months. 
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Shoe companies are ordinarily of little interest to 
investors, and for good reason, but a brief examina- 
tion of two of them which have just reported will 
illustrate some useful points. During 1959 Interna- 
tional Shoe expanded its sales about 16% to $283 
mi! ions and Endicott Johnson about 9% to $146 mil- 
lions. Curiously for an industry of this character, 
1953 was a poor year, and these results actually 
ma: ked a recovery rather than any net gain. Inter- 
nat onal was fortunate enough to lift its profit mar- 
gin from 3.0% to 3.2%, but Endicott, already near 
the bottom of the totem pole with a margin of only 
1.4°> for 1958, dropped further to 1.0%, and fell 
int’ the very small group of companies which suf- 
fer d earnings declines last year. In an effort to 
ach eve a more satisfactory profit ratio Endicott, 
wh ch has been tied to somewhat outmoded proper- 
ties at Binghamton, N. Y., is establishing a new, 
mo ern plant for women’s shoes in Mississippi. Over 
a long period of years shoe companies have shown 
ver’ little growth, and their stocks can only be de- 
sc: ded at best as “defensive”. And while defensive 
sto ks should probably be emphasized at present, 
uti ties or other consumer industries still look more 
att active than the shoe companies. 

‘he Container Industry provides examples of stable 
income issues with a more encouraging background. 
Within this group, Owens-Illinois enjoyed a substan- 
tia’, 9% gain in sales last year to $553 millions, and 
this was carried through to an increase in net income 
from $4.82 to $5.20 a share. Actually, the advance in 
regular earnings was greater than this, as the 1958 
figure includes 70¢ a share capital gains on the sale 
of the company’s former Kaylo division. The 1959 
results seem to mark a break-out above an earnings 
plateau that has prevailed since 1955. Over a longer 
period, however, earnings growth has been rather 
steady, and a further dividend increase seem justi- 
fied in the near future. Despite some recent decline 
the issue still looks rather generously priced, but it 
is certainly one of the best defensive holdings avail- 
able. Owens is fairly well diversified in its own right, 
manufacturing both glass and paper containers, and 
it also holds a fairly substantial investment portfolio 
in other companies. 

In another branch of the same industry Container 
Corp. also enjoyed better than average results last 
year. Sales were up 11% to $322 million dollars and 
with the aid of some improvement in the profit ratio 
net was lifted from $1.41 to $1.83 a share. Contain- 
er’s two largest sales categories are shipping con- 
tainers (about 50%) and retail packaging (30%). 
Despite intensive competition throughout the pack- 
aging field growth prospects for this company lie 
ahead. 


Metal Containers have suffered more difficult prob- 
lems during the year just ended. American Can was 
commented upon in the preceding article, and 
Continental Can, which has just reported its earnings, 
shows a similar pattern of a narrow increase in Sales, 
the benefits of which were more than wiped out by 
a sharper boost in costs. For Continental this re- 
suited in a drop in earnings from $3.51 to $3.20 a 
share, the latter figure, of course, still covering the 
$1.80 current dividend comfortably. The culprit in 
the picture for both of the can companies was the 
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steel strike, which forced them to undertake expen- 
sive expedients in order to maintain normal output. 
Relieved of this burden in the present year both 
companies should show substantial recovery. Their 
stocks are good income producers although this 
branch of the industry probably has the least im- 
pressive growth prospects. 

The Chemical Industry generally enjoyed encourag- 
ing sales gains last year. Volume for Stauffer Chem- 
ical, for example, was up 9%, for American Cyanamid 
11%, for Union Carbide 18%, and for Rohm & 
Haas, 22%. At the same time profit margins were 
uniformly broadened, resulting in very satisfactory 
profits. Union Carbide’s net of $5.70 a share and 
Rohm & Haas’ $20.51 both established new records 
by wide margins. American Cyanamid’s perform- 
ance, however, was slightly disappointing. Its profit 
ratio showed some inelasticity and the new “record” 
in earnings, $2.46 a share, achieved this status only 
by the narrowest gain over the 1957 results. The 
company’s president, Dr. W. G. Malcolm, explained 
that heavy start-up costs and depreciation on new 
facilities had to be absorbed during the year. The 
present year should see further improvement, per- 
haps of 8% to 10% in chemical sales. The industry 
is, however, a prey to overcapacity and most of its 
stocks still cannot be considered particularly attrac- 
tive at present multiples of earnings. 

One individual issue whose performance deserves 
notice is American Viscose. Sales last year snapped 
back to $240 millions, the best level since 1955 and 
with that exception since 1951. At the same time the 
profit margin was doubled, and this lifted net from 
$1.36 to $2.98 a share. The latter figure, to be sure, 
is still well below the earnings level which Viscose 
enjoyed from 1947 to 1952, but may mark the begin- 
ning of a recovery from the long cycle of depression 
that has subsequently ensued. Some improvement 
in demand for rayon, both for tire cord and textiles, 
has been experienced, but beyond this the company 
expanded more broadly, during its “bad” years, 
into the general chemical field. Its important affili- 
ates, Chemstrand and Ketchikan Pulp, also con- 
tribute importantly to its earnings now. For obvious 
reasons the issue is not suitable for the most con- 
servative investors, but looks attractive for recovery 
at its present depressed price around 37. 


In Conclusion 


The number of companies which have so far re- 
ported 1959 results, while still a small minority, 
probably comprise a representative sample of indus- 
try in general, and on that assumption it should be 
fair to generalize about their results. As noted 
above, all but 15 of the 98 companies enjoyed earn- 
ings gains. These derived both from larger sales 
volume and better profit margins; for the entire 
group profit margins climbed from 5.9% in 1958 
to 6.8% last year. 1959 was, of course, a year of re- 
covery rather than of net progress, and it is normal 
for profit margins to expand rapidly as a fixed over- 
head can be spread over a larger output. But the 
improved profit margins were much less than uni- 
versal, for only four companies—Douglas Aircraft, 
Koppers, Crane and Babcock & Wilcox—suffered actual 
sales declines, contrast- (Please turn to page 640) 
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By WARD 


— and why .. . special situations 





HE stock market’s pronounced softness in the 

opening weeks of the year has focused investors’ 
attention on the various cross currents that charac- 
terize the market at all times. While all stocks never 
move in the same direction at the same time, too few 
realize that at times the Averages, or other indica- 
tors such as the spectacular performance of a few 
stocks, can mask the true picture of the market. 

As a case in point, all through the market’s rise 
from its low point last September to a new high in 
early January, there was a preponderance of de- 
clines over advances. Nevertheless, because of the 
strong performance of the averages, and the action 
of a few wonder stocks the overall impression was 
one of boom. A glance at the figures, of course, will 
show that was an erroneous impression. Many good 
grade stocks were down 10 to 15% below their highs, 
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EVALUATING CHARACTER OF STOCKS 
THAT MAKE TODAY'S MARKET 


GATES 


& Type of stocks — and the direction in which they are going 
> Representative issues and speculative stocks that have resisted decline 


& Top-grade issues that have declined in this market 


—and those that have made new lows 
® The significance of these trends at this stage of the market 


and some entire groups, such as the oils, airlines and 


aircraft producers were actually making new lows. 


At this juncture, with the averages back near the 
low established in September 1959, it is useful to 


take a close look at the divergent movements withi! 


the market, to see if now, too, there are underlying 


trends that need to be carefully appraised. 


The Outstanding Performers 


In Table I we have listed various stocks that hav: 
been making new highs during the recent marke 
weakness, or have shown consistent resistance t 
the decline. The table is divided into two sections 
one for good grade stocks, the other for secondar 
issues. What is most interesting about the list is th: 


almost total absence of any stocks normally classifiec 


in the more dynamic industries. It would be encour 
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aging if within the group 
there was an occasional steel 
company, a sprinkling of capi- 
tal :oods producers, or a few 
major chemical, oil or paper 
comnanies. These, if they 
wer? included, might be con- 
side’ed harbingers of a new 
bul! sh move. 

I; stead, the table is replete 
wit’ special situations, stocks 
wit! defensive characteristics, 
or t 1ose that will benefit sig- 
nifi antly from the _ tight 
mo? 2y situation. The only ex- 
cep ons are Pullman Co., 
Foc | Machinery & Chemical 
anc Miami Copper, and each 
of t 1ese contains special qual- 
ific: sions for better than aver- 
age performance at this time. 


Follman, for example, is a 


cas -rich company with a no- 
tal record for sustaining 
hig: dividends. In addition 
the company’s principal lines 
of «peration lie in fields that 
are almost certain to prosper 
in 1960, unless there is an ov- 
er-iil economic collapse. Rail- 
way equipment spending is 


scheduled to climb substan- 
tially this year, and so is 
trailer truck spending, a fact 
that should spur operations 
for Pullman’s Trailermobile 
Division. Within this frame- 
work, the 5.8% yield obtain- 
able from the $4.00 annual 
dividend understandably looks 
attractive to both individuals 
and institutional investors. 


Miami Copper, is merely fol- 
lowing the pattern it has es- 
tablished over many years of 
showing either exceptionally 
high earnings accompanied by 
a high dividend payout or low 
earnings and equally low div- 
idends. Characteristically, 
earnings for this marginal 
preducer spurted to $5.50 per 
sha re in 1959 from only $1.97 
in 1958. The dividend was 
jumped to $2.50 from only 
$1.25, but in view of some of 
the exceptionally high pay- 
ments the company has made 
in the past ($6.25 in 1956 and 
$4.00 in 1957) speculators 
were attracted by the possi- 
bilities of higher present pay- 
ments. Moreover, they receiv- 
ed support from vague, if un- 
sul stantiated merger rumors 
thet have circulated concern- 
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Table | — Stocks That Have Resisted The Downtrend 





Net Earnings 





Per share 

1958 1959 
American Mach, & Fdry ................c0006+ $1.60 $2.60! 
IE A GI oi cncnsenconcasninosacsonnnvenses 1.08 2.73 
ae a GI isccsivessncesnanesessorceses 4.15 4.751 
II icaiicsaccneseciculsinasbentondasaceiin 3.80 5.15 
Pe IID isssssaccesssacienscnsoscnacssahioosos 1.23 1.50 
Food Mach. & Chem. ...........c.s.cosscsssrss 2.39 3.00! 
I IIE cssicccsscsancsnssatstnossocessescecs 4.42 4.751 
NING iss siisaLsevcassesespesburcousacsuonaa 3.85 4.751 
Heller (Walter E.) & Co. .........eceee 2.39 2.74 
Hershey Chocolate ................ccscesceseee0s 5.25 6.401! 
INI isco cess ccccctesisinncostcctenss 1.75 1.91 
SII MIEN cosccsscesescscasscosossesvensoes 2.61 2.81 
Norwich Pharmacal 1.35 
ID Sos stc ced sebicacticatecnasoosenctapedchenuteves 4.751 
NN IN ik ccc cnercianncpstsca pasa insaneseencoaseees 1.67 1.701 
RIE, Oi sx cociacs sinostsnnsensiaduicoeeseinnigen 1.70 3.20 
I I ao occu cssaccsaceseosen 2.64 3.16 


*—Based on latest dividend rates. 
1_Estimated. 


B—Secondary Issues 


American Hardware 


Sciainannnmeeie $2.44 
IN scnscesaisccctiscnascesecocsseaad d1.91 
SO III scscssSvciiuninesatnatonstensons 3.49 


Fairbanks Whitney ...................000000000 
Fifth Avenue Coach .... 
Firth Carpet 








I INI TIIIIDL xsencascscnscscscincnssanssvncens 1.46 
SI MRR abi cscccssxcdspasicncgansaossonbons 1.26 
RINNE CII siicdnicsnschssoleessonnscecbionnsaanne 1.97 
IE GI, scsiesesisseccsconics 2.51 
NN MUIR snscscncsssusicecsotensommiccisisonss 57 
I I acvcsnsiccncctsnsocesnscens 95 


*—Based on latest dividend rates. 
d—Deficit. 


2 


$2.85! 
1.70 
4.52 
301 
1.00! 
1.901 
3.25 
5.501 
2.701 
1.70 
1.30 


A—Good Grade Issues 


Dividends 


Recent Price Range 
Price 


Per Share 
Current 
1959 Div. (*) 
$ .91 $1.30 
-302 1.20 
2.15 2.20 
2.40 2.40 
.18° -40 
1.20 1.20 
2.55 2.60 
1.80 2.20 
1.25 1.40 
3.40 3.40 
1.00 1.00° 
.933 953 
72 80 
4.00 4.00 
80 80 
1.60 1.85 
1.60 


1.39 


Plus stock. 


$1.70 
9 


< 


1.703 


05 

50% 
1.40 
2.50 
1.25 
1.00 

70 


1__Estimated. 
23% stock. 


$2.00 


56 
39 
59 
92 
ag 
51 


101 


54 
40 
80 
27 


26% 


41 
69 
41 
47 
47 


34 
20 
35 
10 
19 
13 
29 
“32 
58 
30 
17 
17 


3 


1959-60 
597-45 Ve 
4158-23 
6012-44 
9612-682 
4734-3758 
565-40 

10734-7414 
5512-3658 
4334-27 
8214-66 
2952-2312 
22-22 3 
45 -39% 

72'2-58 

4534-2858 

4912-35 

5034-29 


3—Adjusted for 2 for 1 split 2/15/1960. 


38%-31 
2158-122 
3814-33 
11’ 7 
20-13% 
13%- 9% 
31 -18 
32%-25 
61%-337% 
31-25 
1812-10% 
1734-148 


Plus stock. 





Table Il — Leading Stocks That 





American Steel Fdry. ..............:00000 $1.751 
NE oss rica vanekestcsiccensnaceis 3.15 
II iaknsinsiciiniesvensicsavndsnsmacacasvopanpeion 3.80 
III, TINIE avnccniccascsesassesavscssesnise 4.82 
PR GB. TD GR. ccc iccsnscsceicccsccssccocsces 5.69 
RI I ID anciansccccncsccensccscscsssntaseins 13.05 
Woolworth (F. W.) Co. .......cccceseeseeees 3.34 


*—Based on latest dividend rates. 
1—Adjusted for 2 for 1 stock split. 


4.50" 
7.507 
5.20 
6.352 
20.51 
4.00 


$2.441 


Declined After Strength 


$1.20! 
2.50 
1.50 
2.50 
4.25 
3.00% 
2.50 


2.50 
1.50 
2.50 
4.50 
4.00 
2.50 





2__Estimated. 
3—Plus stock. 


$1.60! 


35! 


83 
150 
95 
135 
690 
61 


3818-3418 
96 -5912 
77 = -57%2 
108 -79%2 
13112-9812 
770 -4811'2 
6712-532 
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ing the company in the last three months. 


Food Machinery & Chemical is by far the best of the 
group, but here too the picture is confusing. The 
stock’s better than average performance can be 
traced to its poorer than average showing in 1957 
and 1958 when earnings growth had slowed consid- 
erably. The recovery in earnings in 1959 to $3.00 
from only $2.39 the year before has finally brought 
the stock back into line with its high intrinsic value. 


Defensive Issues Predominate 


As for the others, some are interesting, but they 
tell us either nothing about overall trends because 
of their special nature, or they confirm the bearish 
trend. General Foods, Middle South Utilities and Her- 
shey Chocolate, for example, are highly stable com- 
panies offering investors the kind of defensive char- 
— that would be in demand in troubled 

imes. 


General Foods, in particular, has a long record of 
outstanding, if slow growth, that has more than kept 
up with the expansion of the economy. If it has not 
been sensational, it has been a quietly rewarding 
investment for income conscious investors also seek- 
ing modest appreciation and effective protection 
against sharp declines. Its popularity at this time, 
therefore, can be viewed as an indication of investor 
caution. 


Signs Of Tight Money 


Similarly, the presence in the table of two factor- 
ing companies and one bank holding company, be- 
speak investors’ convictions that money will remain 
tight, holding a check rein on business activity but 
leading to continued large profits for financial com- 
panies, Further confirmation of this fact can be seen 
in the consistently strong performance of bank 
stocks in the Over-the-Counter market. 

Both Walter Heller and James Talcott are important 
business leaders who are bound to benefit from 
higher interest rates. In addition, however, the huge 
inventory spending expected to dominate most of the 
first half of 1960 should lead to increasing business 
for these companies. Marine Midland, a holding com- 
pany for several upstate New York banks under- 
standably reflects the same picture, aided by its long 
record of attractive dividend payments. 


Special Situations 


Among the special situations, both Swift and 
Armour are benefitting currently from the huge sup- 
plies of beef and hogs being brought to market at 
prices well below the levels of recent years. Since 
profit margins of the meat packers depend more on 
the price of meat on the hoof than the price at the 
grocery counter, investors are logically looking for 
substantial earnings improvement this year. 


Glamour Stocks 


The others in Table I are either glamour stocks, 
such as American Machine & Foundry, Ritter Co. and 
Bell & Howell which have demonstrated their right to 
the title, or low grade speculative issues such as 
Bigelow Sanford, Emerson Electric and Udylite which 
have been the subject of rumors or have recntly re- 
covered from extreme adversity. 
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In sum, it is difficult to gain any confidence 
about either the business or market outlook from 
the nature of the companies that have outper- 
formed the market in the recent decline. 


A Few Lesser Stars 


In Table II are several good grade stocks that 
managed to buck the downward trend for awhile, 
but were finally overwhelmed by the dominant mov:- 
ment of stock prices. Significantly, however. none of 
these gives any evidence that its market performance 
is in any way an omen of better things for stocks 
generally. 


American Steel Foundries, Motorola and J. C. Penney 
have all reported excellent earnings in recent 
months, but the principal reason behind their rive 
has been the anticipation of, and the eventual a- 
nouncement of stock splits. 

After the news was out and this artificial stim ™- 


lant was removed, and the stocks receded with tie ff 


general market, J. C. Penney would ordinarily }e 


expected to act well in a defensive market, but n @ 
this case speculative fervor over the split carricd 7 


the shares too high. 


Cutler-Hammer has been outperforming other ele:- — 
trical equipment producers ever since it acquired © 


Airborne Instruments over a year ago. Investo 
have understandably been impressed with the potei: 
tials of a company which combines solid earni 
power and important participation in the space age. 


wm 1 nm 


For awhile, therefore, the stock resisted the down- | 


trend, but as doubts began to grow about the busi- 


ness picture and the outlook for capital spending, ; 


the stock dropped to more realistic levels. 


Woolworth is perhaps the most interesting of this | 


group for several reasons. First, it is the type of 
stock that should act well in a bad market because 
of its steady operations, and second, because inves- 
tors are finally becoming aware of the fact that the 
company has succeded at long last in revitalizing its 
operations through new stores and more modern 
merchandising techniques. The stock ran too fast 
for awhile and then receded, but there is still some 
evidence that this old “Blue Chip” is back on the 
upgrade, 


The Pattern of Decline 


Table III contains a long list of important compa- 
nies that have dropped to new low levels since the 
beginning of the year. However, it does not contain 
any of the many stocks such as Alcoa, Standard Oil of 
New Jersey, Chrysler, Great A & P, American Airlines, 
Allied Chemical and National Gypsum that sold off long 
before the turn of the year. 

In effect, the stocks in the list are further con- 
firmation of the basic corrections in valuation that 
has been going on since September 1959, and is still 
going on. Now that the leaders are declining, causing 
the averages to recede, the dominant trend is obvi- 
ous, but it is not quite so recent as many imagine. 


Why The Decline In Steels 
Probably one of the most confusing market phe- 


nomena to many investors has been the action of © 
the steel stocks. All through the strike period they © 
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» sion 
) good 
' terbalanced by that same re- 
' cession in the first half. 1959 
» started off to be the really big 


held at or near their highs 
only to fall off sharply once 
the strike was settled. To un- 
derstand this apparently con- 
trary behavior a little per- 
spective is required. 

In the last five years inves- 
tors :ave become increasingly 
more impressed with the suc- 
cess {1e major steel companies 
have shown in operating prof- 
itabl. through good times and 
bad. If the business is still 
eycli al. it certainly appears 
that .t least the feast or fam- 
ine : spects of steel has been 
mod ‘ated. Consequently, the 
shar: ; of the better companies 
have been upgraded as inves- 
tors ‘elt they could look for- 
wari to some tremendous 
earn ags years without too 
muc! concern over the impact 
of le..n years. 

E:ch of the last several 


> year- has been painted as the 
“big year for steel, and each 
‘in turn has proved wanting. 
In 1956 demand from the auto 


industry declined sharply and 
unexpectedly. A good first half 
1957 was offset by the reces- 
n the second half; and a 
ending to 1958 was coun- 


' year, but then the steel strike 


cut that short. In sum, for 
four successive years. the 
promise of steel has not been 
realized, yet in each of those 
years speculators were willing 
to bid the shares higher and 
higher, looking for the big 
year, and keeping in mind the 


inflationary hedge afforded by 







vast natural resources in raw 
materials. 

1960 may be that big year, 
but to sophisticated investors 
it has been overdiscounted in 
the prices that prevailed dur- 
ing late 1959. Even granting 
record earnings in 1960, the 
pattern appeared obvious. A 
strong first half, followed by 
amuch slower second half and 
the possibility of a new reces- 
sion in 1961. Speculators bid 
for the stocks, and investors 
were content to make the dis- 
tribution. When the strike 
ended the speculators were 
Surprised to find no invest- 


, men’ buying interest and they 


began selling. The result has 
(Plase turn to page 639) 
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Net Earnings 


Per Share 

1958 1959 
Abbott Laboratories ..0.00.........cccccsesee $3.32 $3.32 
I es ey 3.86 3.71 
ee eee 4.18 5.251 
RIN isco cite icc ocala cee tas 3.16 6.001 
SRR Geir ee 2.45 3.39 
SEE ee ae Nee 3.89 5.19 
NNT TON sonics ccsscecesconiabscansenen 2.91 2.44 
Brooklyn Union Gas .....0...........c.cc00000 1.68 1.67 
Champion Paper ................cccccccccsesseees 1.64 2.50! 
NI dca fo tctecis cena ockeatonns 3.57 3.60! 
Combustion Engineering ..................... 2.65 2.101 
RN oso casinasmnancedcescacnn 1.13 1.50 
I 50 nian scsanisaicusekncbdekes 3.11 1.651 
OT EER 2.34 1.751 
ee ee 79 601 
EISEN re ae 2.64 3.31 
RO UN Mo cciscsscenaticacsnconesoonn 2.03 2.35 
INI oe poosiescitkarsccuisabiscancbsecce 1.65 1.83 
RN ese sais isc teccecsisisinscnddeasanends 2.77 2.77 
Lone Star Cement ................ccccccceeeeessee 2.06 2.25! 
I TIMNIIIIIND asccscnstnccsccsnsssessictscnosssase 58 d2.08 
Mc Crory-Mc Lellan oo... eee 1.06 1.25! 
Mc Intyre Porcupine ................c00c0000000 1.01 1.101 
Minn. & Ontario Paper ..................... 1.95 2.29 
NN IO ss cpcstaccosaseassensnlecciacesease 1.09 1.50 
Penn-Dixie Cement ...................ccccccce0es 3.07 3.50! 
SIRE AER Oe ae ea CRE 1.48 1.50! 
RE I foo ac ceccicsevncsashexnnatioshennstnn 3.30 3.60 
Pittsburgh Plate Glass .....................00+ 3.24 4.50! 
a RL 3.35 3.00! 
ee nee at ee eee 3.96 3.43 
NN IN ce esiicccsncsecsscteucsicscetecanscas 2.87 1.40 
Stewart-Warner ..0..........cccccccccsecseseeeseees 1.60 2.251 
Sundstrand Corp. ..............c.ccsccccccsseosese 2.10 2.36 
Thompson Ramo Wool .................000000. 2.86 3.00! 
Union Bag - Comp Paper ..................0 2.13 2.57 
RI I I sis scccsivssscsccisnsosacscosess 2.41 2.40! 
U. S. Pipe & Foundry ...............c..0000 1.94 3.00! 
Mi PII ctdtts nn cskoncoarasscanscsenenskooccboseds 5.13 4.24 
RUIN UII, oooviccecccsosocssncvesaschssasene 1.01 1.601 
Western Pacific R.R. .............ccccecesecesees 8.83 7.501 
BIN IN sc nssnnsecsasssssnssssnciensissiveioes 3.69 2.53 
Worthington Corp. ...............ccccecceseseeee 4.76 3.751 


*—Based on late:t div. rate. 
d—Deficit. 


Dividends 


Per Share 

Current 

1959 Div. * 
$1.90 $1.90 
2.25 2.25 
3.00 3.00 
2.50 2.50 
2.00 2.00 
3.00 3.00 
2.40 2.40 
1.12 1.20 
1.20 1.20 
2.40° 2.40 
1.12 1.312 
-80 -80 
2.25 1.50 
1.00° 1.00 
3 ~ 
2.00 2.00 
822 90 
80 80 
1.53 1.60 
1.30 1.30 
-80 .80 
1.00 1.00 
1.60 1.60 
85 1.00 
1.55 1.60 
.80 80 
3.00 3.00 
2.202 2.20 
1.60 1.60 
3.00 3.00 
1.00 1.00 
1.12 1.20 
1.00° 1.00 
1.40 1.40 
1.50 1.50 
1.50 1.50 
1.20 1.20 
3.00 3.00 
1.00 1.00 
3.00° 3.00 
2.25 3.00 
2.50 


2.50 


1__Estimated. 
2—Plus stock. 


3—1/20 sh, of Sparton Aircraft Co. 


57 
35 
53 
59 
36 
62 
48 
26 
49 
45 
25 
24 
26 
28 
16 
41 
40 
29 
41 
26 
46 
13 
28 
30 
22 
30 
28 
51 
69 
33 
64 
16 
26 
23 
48 
37 
31 
24 


27 
61 
52 
56 


Table Ill — Good Grade Stocks That Have Hit New Lows 


Recent 
Price Range 
1959-60 


8434-5618 
4434-3872 
6134-5234 
74%-58'2 
492-3512 
8012-61 
590-474 
2812-25%4 
591-4878 
6434-4412 
3812-2434 
3234-23% 
4034-2534 
46\s-27% 
2814-16 

5014-3912 
4932-3934 
39 -28% 
55 -40%4 
374-26 

78 -44 

1934-13 

33 -27%4 
38 -28'2 
27%%-22 

398-2934 
4372-2758 
70%2-50'2 
9112-69 

4812-33 

8134-64 

2434-157% 
33-26 

3858-221 
7014-48 

51-3658 
427-31 

29 -23'2 
10872-837% 
42 -26% 
817%-5934 
6678-5112 
8412-5512 
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TOBACCOS 





By WALTER UNTERMEYER, Jr. 


ESPITE the periodic health scares, the tobacco 

industry continues to prosper, with cigarette 
smoking at an all time high. Four hundred and fifty- 
six billion cigarettes may have been consumed in the 
domestic market in 1959, an approximate 4.5% gain 
over the 436 billion cigarettes consumed in 1958. It 
is estimated that around 58 million Americans smoke 
of which some 60% are male and 40% female. Male 
smokers are thought to average around 24 cigarettes 
a day, female smokers around 19 cigarettes a day. 
Per capita consumption of cigarettes may have been 
2% greater in 1959 than the year previous and 
15% more than a decade ago. 

The big smoking boom started during World War 
II. In 1941 per capita consumption of cigarettes, in 
the age bracket fifteen or over was 2.065. By the end 
of the war in 1946, Americans over 15 were con- 
suming cigarettes at the rate of 3,230 per year, a 
trend which has risen every year since with the ex- 
ception of 1953 and 1954, years which suffered from 
the initial impact of the cancer scare. 

While the Department of Agriculture is predicting 
further modest year-to-years gains for the cigarette 
industry, amounting to an 18% increase by 1965 
and a 53% increase by 1975, some industry sources 
are more optimistic. The reasons for anticipating 
an above-average growth over the next decade stem 
from the population curve. The cigarette industry 
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suffered in the late ’40’s and early ’50’s from the low 
birth rate in the depression and post-depression 
years of the ’30’s. We are now, however, embarking 
on the years when the big crop of war babies of the 
early ’40’s are coming of smoking age. Additionally, 
the percentage of women smokers is rising at a fast- 
er rate than the growth of the population. 


Continuing Trend Toward Filters 


The year 1959 had its usual series of cancer 
scares, the successive impact of which diminishes 
as no new evidence is introduced. In fact, recently 
the negative evidence is being brought to the fore. 
For example, a five year study of the British Empire 
Cancer Campaign involving cancer induced by ani- 
mal inhalation of cigarette smoke, has come up with 
striking negative correlations. Furthermore, as re 
cently as December of 1959, the American Medical 
Association Journal reiterated that there is still in- 
sufficient evidence to justify the assumption that 
smoking is a significant causative agent in the rise 
of lung cancer. Although there will undoubtedly be 
further blasts from the Surgeon General and othe! 
health agencies, it is our belief that the public will 
not feel any deep concern until some positive cor- 


relations can be established. The cigarette companies ; 
rest on their contentions that once a carcinogel:l¢/ 
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agent can be identified in tobacco, it can be removed. 
As one cigarette official expressed it, “if it’s in the 
smoke, it can be filtered.” 

The year 1959 saw a continuation of the trend to 
filters now accounting for over 50% of the market. 
This trend, coupled with the recent popularity of 
mentholation, has brought a plethora of new brands 
to the market. Some seers in the industry are pre- 
dicting an eventual return to five or six leading 
brancs which would swell profit margins since the 
introduction of new brands is costly. In the brand 
race, it may be assumed that the companies which 
have demonstrated the greatest ingenuity over the 
last ‘en years should continue to prosper. The to- 
bacco companies are one of the few groups still sell- 
ing at historically reasonable price-earnings-ratios. 
The ‘ ve leading cigarette companies sell at an aver- 
age price of around 11 times earnings versus an 
aver. ge 10.3 times earnings for the preceding decade 
and 11 times pre-war earnings. Present average yield 
is 5.2% versus a ten year average of 6.2%. The 
above factors, coupled with the fact that the cig- 
arette business has proved to be highly recession- 
proo! in the past, speak in behalf of the tobacco 
stocks at this juncture of the market. 




























American Tobacco is the nation’s second largest to- 
bacco company with gross sales in excess of $1.1 
billion. Its principal brand, king-sized Pall Mall with 
a domestic output of 63.2 billion units, is the coun- 
try’s second most popular cigarette, just behind na- 
tion-leading Camel, whose output in 1959 amounted 
© to around 65.2 billion units. American Tobacco’s 
) other brands, in order of popularity, are Lucky Strike 
(44.5 billion units), dual filter Tareyton (8.2 billion 
) units), king-size Herbert Tareyton (3.0 billion 
» units), and menthol-filtered Riviera (0.20 billion 
units). Riviera, introduced last August, has a ven- 
tilated ring near the tip to cool the smoke before 
passage through the dual filter. 


























another 5.5% with earnings improving to around 
$10.25 per share, the higher profit margin due to the 
savings from the initial use of homogenized tobacco. 
In conjunction with the 2-for-1 split proposed by the 
Directors for stockholder approval, the dividend was 
raised from a former $5.00 annual basis, including a 
$1.00 extra, to an indicated $5.60 on the new stock, 
thus making a yield of 5.4% at American Tobacco’s 
recent price of around 105. The stock appears attrac- 
tive both for income and longer term appreciation. 


Liggett & Myers, the nation’s third largest manu- 
facturer, produces Chesterfield Straights and Kings 
(28.8 billion units), L & M Filters (26.0 billion 
units), Menthol-filter Oasis (2.2 billion units), and 
recently introduced hi-fi Duke (1.3 billion units). Lig- 
gett & Myers has had a relatively poor record over 
the past ten years with sales down from the 1952 
peak year of $603.1 million to last year’s $554.9 mil- 
lion which showed no improvement over the year 
previous. In 1959, the fast 57.1% growth in men- 
tholated Oasis and the addition of Duke just about 
compensated for the 4% sales drop in Chesterfield 
and the 0.8% drop in L & M. Dukes are being ad- 
vertised as the only cigarette with a king-size filter, 
a device which can give a more satisfying flavor be- 
cause it filters with extra length rather than extra 
tightness. Since Chesterfields may continue to skid, 
improvement in 1960 must be based on consumer ac- 
ceptance of Duke, a bland cigarette as it is presently 
manufactured. Even if Duke does take hold, the 
Company’s profit margins may be restricted, at least 
for the first part of the year, because of introductory 
expenses. Sales for 1960 are being presently esti- 
mated at around $560 million and net per share of 
around $7.60 versus $7.28 last year and $7.60 the 
year previous. Earnings are, nevertheless, sufficient 
to warrant continuation of the present $6.00 quarter 
dividend including extras. At its recent price of 
around 84, the yield is 7.1%. While the yield is high, 
in our opinion the other tobaccos offer superior 








1e lows Sales for the calendar year 1959 of $1.161 million tale 
ession| exceeded 1958 sales of $1,105.1 millionby 5.5%. With Potentials. 
king) profit margins remaining constant, per share profits P. Lorillard, revitalized in 1957 by virtue of price- 
of the) rose from $8.55 to $9.23. This year’s sales may rise less publicity obtained (Please turn to page 640) 
mally, ; i 
i fast- 1 
Position of Leading Tobacco Companies 
1957 1958 — 1959 
ance! Net Net Net Net Net Net Current 
lishes Sales Per Sales Per Sales Per Div. Price Range Recent Div. 
ent ly Share Share Share as 1959-60 Price Yield 
fore. (Mil.) (Mil.) (Mil.) 
mpire ct, RITE OTOP TRE $ 19.0 $4.51 $N.A. $1.31- $NA. $1.412 $3.00 6312-54 55 5.4% 
y ani- American Tobacco ...........:.ccsssvesseeeeesessees 1,098.0 8.28 1,105.1 8.55 1,161.3 9.23 45.00! 1097-90 104 4.8 
with SEA 37.8 1.96 40.5 1.53 52.2 2.84 2.00 5112-2812 44 45 
is re Consolidated Cigar ............:.:::scsssseseee0n 76.5 2.12 56.82 2.662 64.22 3.122 1.25 30%-26 26 4.8 
edical emma NI ssc eeeenscnrcnveccansnnvsncscono 55.5 1.87 41.42 1.462 44.62 2.032 80 334-22" 24 3.3 
ill in- MOUNTED nitissencescsisnconstensicinsoiactsase 15.6 2.30 N.A. 1.742 NLA. 1.862 1.75 3412-29% 30 5.8 
that | ee 570.3 6.85 556.0 7.60 554.9 7.28 6.00 9872-80% 84 7.1 
> rise | ee eae 239.4 1.90 353.22 3.242 «373.02 3.192 2.20 4856-34 36 6.1 
lly be I Riad iccsonialchisinlils 408.8 4.50 440.8 4.90 460.5 5.01 3.60 6512-54 62 5.8 
other Reynolds Tobacco ...........cccsssssesseessssseeeee 1,053.3 3.08 845.12 2.782 950.22 3.302 2.20 65 -47% 57 3.8 
: will I I st iissisnncoiesshiibciilenlicne 28.2 1.73 29.8 1.83 32.3 1.91 1.35 26%-225% 24 5.6 
» Cor & Based on latest dividend rate. 1_Vote 4/6/60 on 2 for 1 split. Dividend 
an ies a N.A.—Not available. rate on new stock at $0.57'2 Quar. 
gel | . 2—9 months 
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Inside The Market 


At this writing the following 
stock groups are performing 
worse than the market: automo- 
biles, auto parts, chemicals, drugs, 
oils, steels and tires. These are 
doing better—which in most cases 
is to say sagging less—than the 
market: Building materials, bak- 
ing, finance companies, food 
brands, dairy products, electric 
utilities, department stores, vari- 
ety stores, liquor, railroad equip- 
ment and soft drinks. 





Chrysler 


Based on past results under fa- 
vorable conditions, some analysts 
have heretofore opined that 1960 
might be a boom year in earnings 
of Chrysler Corp. We have pre- 
ferred to await some evidence 
pointing that way—and we do 
not see it. Under the best condi- 
tions for Chrysler, when it had a 
bigger share of the market than 
now, operating margins were the 
narrowest of the Big Three. It 
has a reduced share of the mar- 
ket now. Reduced demand for 
“regular” cars, due to popularity 
of compact models, figures to nar- 
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row unit margins further. Under 
depressed 1958 conditions, Gen- 
eral Motors and Ford had reduced 
profits, Chrysler had a large loss. 
In 1959, Chrysler lost over 
$5,431,000. The four other U. S. 
car makers had good profits. 
Basis for counting on a big Chrys- 
ler comeback seems increasingly 
questionable. The stock is cur- 
rently at 60 in a 1959-1960 range 
of 725-5054. If you hold the issue 
and wish to retain a position in 
the motor industry, you would 
have less risk and more peace of 
mind in GM or Ford. The com- 


pany’s poorest - in - the - industry 
















Gladding, Mc Bean & Co. .......ccccccccecececeseeee 
RRNUNIN OURS, isc soccsossssscessecnassssecnenasosenscnsed 
Burlington Industries ................cccccccceseseeseeeees 
Pittsburgh Metallurgical 
Grumman Aircraft Engineering ...................... 
United-Greenfield Corp. ..............:cccccsceseesseseees 
Safeway Stores 


I I cores asi esessccekscetentsesudsnaicssociavicecactors 
American Distilling Co. ..............ccccccccseeeeseeee 
Colorado Fuel & Iron 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 


THE MAGAZINE OF WALL 































showing for 1959 cannot be laugh- 
ed off. 


Forming Base? 


Some stock groups have been 
under persistent liquidation for a 
long time and are relatively more 
depressed than the market. Oils 
are a notable example. In terms of 
price-earnings ratios and divi- 
dend yields, the adjustment has 
gone a long way. There appears 
to be a fair chance for moderate 
improvement in 1960 earnings, 
due to normal growth of con- 
sumption, plus economies and 
“tightening up” wherever pos- 


1959 1958 
Year Dec. 31 $1.83 $1.07 
Year Dec. 31 55 .27 
Quar. Jan. 2 88 46 
Quar. Dec, 31 72 -48 
Year Dec. 31 2.24 1.13 
Year Dec. 31 1.75 .97 
53 weeks Jan. 2 2.80 2.63 
Quar. Dec. 31 1.90 1.04 
Quar. Dec. 31 1.50 1.18 
Year Dec. 31 
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sible. Downside risk in the group 
is now probably less than aver- 
age, although the stocks as a 
whole have not yet “made a line” 
on thie chart. Some, however, have 
held without further net decline 
for periods of three months or 
more, suggesting a balance be- 
tween liquidation and accumula- 
tion If they hold on further test 
of the general market—a test in 
process at this writing—gradual 
accumulation could be justified. 
Thc se with demonstrated support 
for some time up to this writing 
are mainly Continental Oil, Phil- 
lips Petroleum, Standard Oil (In- 
diara), Texaco, Royal Dutch, 
Standard Oil (New Jersey), 
Shc | Transport and Standard Oil 
(O.io). As a narrower choice for 
gr: jual buying, we would say: 
Standard Indiana in the domestic 
gro ip, Royal Dutch among the in- 
terationals. 


Food Stores 


‘he food store group is another 
which has been in its own sizable 
“bear n:arket” for some time an” 
now gives some indications of 
having been substantially, if not 
fully, sold out. Earnings are in 
a moderate long-term growth 
trend. Price-earnings ratios in 
many cases have come down from 
over 20 to less than 15. Probably 
1960 risk in these stocks is now 
relatively small. Food Fair Stores 
has met support around 30-31 for 
more than four months. Kroger is 
much nearer its 1959-1960 high of 
343% than the low of 2714 seen 
last June. Food Fair is currently 
at 31144 in a 1959-1960 range of 
43-303. No big or fast apprecia- 
tion can be promised, but there 
might be 15% to 30% potentiality 
over the next one to two years. 


Building 


Most stocks in the building ma- 
terials field topped out between 


the autumn of 1958 and the spring 
of 1959. For months they have 
been discounting the moderate 
shrinkage in housing activity now 
under way. Representative issues 
are down 25% or more from their 
highs, while to date the industrial 
average is off roughly 10% from 
its January, 1960, top. It is pos- 
sible that the building group may 
decline somewhat further, but the 
risk has become below average. 
Full-year earnings in most cases 
should be either close to or not 
greatly below 1959’s good results. 
Money rates will ease in anticipa- 
tion of less active business, as 
they have already begun to do; 
and this is on the supporting side 
for building. At the first whiff of 
approaching recession, the Gov- 
ernment will, as usual, take steps 
to stimulate building. The favor- 
able long-range picture—center- 
ing in rising family formation in 
coming years and more children 
per average family — is un- 
changed. Some of the stocks have 
shown levelling out or stabilizing 
tendencies for three months or 
more. If you want below-average 
1960 risk and a reasonable chance 
at least to double your money dur- 
ing the “golden 1960’s”, the build- 
ing group is one logical place to 
look. Probably you have time to 
wait and see whether the stocks 
are fully sold out. They are not 
going to run away in the present 
market, but should be among the 
first to make a basic upward turn. 
Two goods choices to earmark are 
Flintkote and National Gypsum. 


Fund-Manager Thinking 


Compared with the 1959 third 
quarter, more investment com- 
panies bought stocks on balance 
and fewer sold on balance in the 
final quarter. The stocks bought 
most heavily were International 
Nickel, duPont, Ford Motor, Gen- 
eral Motors, General Electric and 





Monarch Machine Tool 
Oxford Paper Ce, .....c.cccecccccosrcsorecsscecnssenseessoes 
II SI gcssnancccncsucencessucoustesnisnontospentes 
I INE TI asi scccinsicccasnsccnsscinsssiscnee 





Lilley, Me Dell B Libbby. .......cccccccccccssrcsccssccnsse 
Smith-Corona Marchant .............cccccccseesseeeeeees 
NE NN i sietadissinceaicensconniennsaabeoqinnie 
Chicago & East. Illinois RwR. ...........cceeceeeees 
Sp Chemical Co. 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1959 1958 
Year Dec. 31 $ .44 $ .58 
Year Dec, 31 1.77 2.13 
Year Dec. 31 3.00 3.23 
Year Dec. 31 1.85 2.40 
6 mos. Dec. 31 82 1.11 
6 mos. Dec. 26 31 54 
6 mos, Dec. 31 42 58 
Year Dec. 31 3.66 4.05 
Year Dec. 31 49 1.96 
Quar. Dec, 31 -26 46 
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Royal Dutch. Most favored stock 
groups were automobiles, banks, 
chemicals, glass issues and paper. 
There was moderate buying in 
building shares, electrical equip- 
ment, insurance stocks, rails, rail 
equipment and tobaccos, Selling 
predominated in air lines, farm 
machinery, aluminum and steel. 


Coppers 


The copper stock group made 
its top for the 1957-1959 market 
rise last April, and thus has been 
under liquidation for some time. 
Unlike some other relatively de- 
pressed groups, however, there is 
not even tentative evidence so far 
of levelling out tendencies. There 
is a mixed situation in the metal. 
Domestic supplies are tight be- 
cause of recent strikes, and the 
producers’ price of 33 cents a 
pound is firm and may remain so 
for a time; but buyers are cover- 
ing only indicated needs a rela- 
tively short distance ahead. 
Everybody in the trade knows 
that copper will be in oversupply 
later on this year. It does not 
make much difference, so far as 
drab market prospects for the 
stocks are concerned, whether 
price cutting begins in the second 
quarter or the third. 


Utilities And Money Rates 


Electric utility stocks which are 
bought mainly for income, which 
is true of all the relatively high- 
yield issues, are largely influenced 
by money rates, as translated into 
competitive bond yields. Probably 
they have put their market lows 
behind. While some stock-market 
bulls still refer to the easing in 
money as “seasonal,” all indica- 
tions suggest that it is more than 
that. The probability is that by 
the end of this year or early 1961 
bond yields will have zig-zagged 
down somewhat more from the 
recent uncommonly high level. 
This prospect adds to the invest- 
ment appeal of utility equities 
which offer current returns in the 
vicinity of 5% from secure divi- 
dends. It virtually eliminates 
downside risk and provides poten- 
tial for modest-to-moderate ap- 
preciation over the next 12 
months or more. Stocks worth 
considering on this reasoning in- 
clude Boston Edison, Consolidated 
Edison, Consumers Power, Du- 
quesne Light, Interstate Power, 
New England Electric System, 

(Please turn to page 646) 
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be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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——=== _ THE BUSINESS FORECASTER OF PRODUCTIVE ACTIVITY —w] 
Business i 7 
Industrial Production a 
(FRB INDEX 1947-1949-100) 150 | 
Trend PROD 
cad conti: 
Forecaster 1%¢ | comb 
12¢ ary, 
INTERESTING TO lo || Be capit: 
NOTE — The rise in 10C 
industrial production THE FORECASTER oo || 
line between 1956-57 z TRAD 
was offset by econo- 80 | cars 
mic decline in that RELATIVE STRENGTH MEASUREMENT +¢ |) cocth 
period, accurately va 4 Soft 
forecasting heavy : ie 
inventory accumula- 0 - 
tions. 4 MOK 
ms "ease 
; WS J J 5. 5 Cy H 1958 2 1959 4 4 i 
’ for 
* Revised Index douk 
Winn the many revolutionary changes in our economy, This we have done in our Trend Forecaster (develop:d 
it was evident that various indicators previously used should over a period of several years), which employs those indicatcrs | CON 
(see Components of Trend Forecaster) that we have found to | gene 
most accurately project the business outlook. ee wine 
As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook — the right answer — COM 
can only be found when balanced against the state of our in tl 


economy. The Trend Forecaster line does just that. When it 
changes direction up or down a corresponding change in our 
economy may be expected several months later. ; 

The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- | 
ness is to be expected. On the other hand, penetration of | 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 

We believe that subscribers will find our Business Trend | 
Forecaster of increasing usefulness both from the investment | 
and business standpoints. 


Current Indications of the Forecaster 


Early in 1960, the component series entering into 
the Trend Forecaster continue in mixed condition. 180 

The series affected by the steel strike were still in 
an upward trend early in the new year. New orders 
rose in December, and the rise evidently continued } 17- 
into January (a significant part of the January im- 7 
provement apparently reflected increased shipments 
of passenger cars to dealers; in the automobile in- } ' 
dustry, manufacturers’ sales are treated as identical 
to new orders). Similarly, record steel and automo- 
bile output in January led to a further rise in sea- } ™ 
sonally adjusted hours worked in manufacturing in- 
dustries. Stock prices, on the other hand, fell sharply 
in January, and continued down in the first half of 
February. 

The Relative Strength Measurement emerged out 
of negative territory toward the close of 1959, but 
the improvement has been rather ragged. Thus far, | 
the recovery in this measure resembles its behavior © 
in the months following the 1956 steel strike, when 
a peak in business was reached about six months 
after termination of the strike. 
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4 An a ] «, t BUSINESS ACTIVITY 
sie M.W.S. Index (1935-1939-100) 
7] 
ial CONCLUSIONS IN BRIEF - 
4 
15( 
4 PROD 'CTION—Recovery in industrial operating rates 320 l 
mi contir sed in January, but at a lesser rate than in De- 
3¢ || i cemb: r. A further slight advance is probable for Febru- iN 
2¢ || ary, «ad perhaps March as well, as rates of output in 310 7” 
10 capit: | goods industries continue to rise. L wee | 
oc 300] f | { 
0 | [TRAD —strengthened moderately in January, as new- oh oa 
80 | | car s: les gained momentum with increasing supplies. A | a) sting | GR La / 
: > furth ~ rise is probable for the next few months at least. - i a Da 
3 | | Soft  20ds outlook looks up for Spring season. F 30° | 
4 MON .Y & CREDIT—short-term rates have continued to ‘  / | \ 
$ | | ease 1 past several weeks, and long-term rates have - 1 a. i and rN | 
° | © softer ed; but slowly. Basic money situation is still firm ee q | | 
q ~ for fi st half, but new tightening is growing increasingly ‘, Fé | | 
~ doub: ‘ul at the moment. 260 i. f | + 
bs ¥ | | 
ped | | 
tors e COM “.ODITIES—continue extremely mixed, and with no 250 | | 
d to | general trend. Industrial commodities continue firm, with |___JAN. FEB. MAR. APR. MAY JUNE JULY AUG. SEPT. OCT. NOV. ef 











self | Minor increases offsetting minor reductions. No general 
wer | commodity price trend in first half of 1960 seems to be 


our | in the cards. 
n it 











our | 

pre- HROUGHOUT January, and into mid-February, 
~ the general business news retained a definite 
ania ll MONEY AND Gane CRERIT cautionary tinge. Steel supplies were reported get- 
usi- § (All Commercial Banks) ting into balance rapidly; auto sales, while good, 


were apparently somewhat below Detroit’s super- 
heated projections ; the demand for short-term funds 
was notably less than had been expected, the prob- 
abilities of a rise in general bank rates were fading; 
and the stock market, always a significant maker of 











ry & business sentiment, was behaving very morosely 
cole ie 4 
nto ss indeed. 

DOLLARS . ° 

150 By early in the first quarter, it was clear that 


in 





jamal inventory change had already climbed to a dramatic 
ers Seale rate—perhaps in excess of $10 billion a year. It is 
ied | 140 doubtful that this rate will be maintained through- 
‘m- § out 1960, but it remains a question when the rate of 
nts accumulation will fall to a more sustainable level. 


in- | 130 Examination of the usual guides to inventory policy 


eal suggests sharp accumulation continuing for some 
no- & time; inventory sales ratios in January were evi- 
pn. dently not far from the postwar lows set in the 
in- early days of the Korean war in 1950. However, the 
aly inventory sector is now subject to one major non- 
‘of quantitative kind of doubt: if fears of inflation are 
now definitely waning, as they apepar to be doing 
ut then a considerable amount of protective inventory 
ut may start draining out of the system. Inventory is, 
ar, of course held for speculative reasons as well as op- 
cr § 55 erating reasons, 
J ° JF M DJF . . 
en | + 1958 1959 1960 _ Outside of the inventory area, another key ques- 
hs tion of 1960’s markets lies in consumer durables. By 


“Demand deposits of all banks plus currency outside the banks. 





(Please turn to the following page) 
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latest Previous Year 
THE MONTHLY TREND | 4, | sonth Month ‘Month Age 
INDUSTRIAL PRODUCTION*® ¢ (FRB) .... | 1947-’9-100 | Dec. 165 156 151 

Durable Goods Mfr. .........ssssssssssees 1947-'9-100 | Dec. 174 156 155 

Nondurable Goods Mfr. ..........0.0000 1947-'9-100 | Dec. 157 157 147 

Mining 1947-'9-100 | Dec, 129 125 129 

RETAIL SALES* $ Billions Jan. 17.8 17.5 17.5 

Durable Goods $ Billions Jan. 5.7 5.3 5.8 

Nondurable Goods ..............00 speabees $ Billions Jan. 12.2 12.2 11.6 

Dep't Store Sales 1947-'9-100 | Jan. 147 149 138 

MANUFACTURERS’ 

New Orders—Total* $ Billions Dec. 30.9 29.2 28.4 
Durable Goods ............... $ Billions Dec. 14.9 13.7 13.7 
Nondurable Goods $ Billions Dec. 16.0 15.5 14.7 

Ship ts* .. $ Billions Dec. 30.8 29.0 28.1 
Durable Goods .......... $ Billions Dec. 15.0 13.5 13.3 
Nondurable Goods $ Billions Dec. 15.8 15.5 14.2 

BUSINESS INVENTORIES, END MO.* ..| $ Billions Dec. 89.2 88.4 85.1 

RII in casi heedess ccscicccenassatncaens $ Billions Dec. 52.3 51.6 49.2 

RN PRNUNIN sss éccssssasnscaevsavssoesspaatanenees $ Billions Dec. 12.7 12.6 12.0 

I ec oencccsrceccceissmasmannenten $ Billions Dec. 24.2 24.2 240 

Deawt: Sere SIRONG  scccscscsccrsiicccnessnn . | 1947-'9-100 | Dec. 161 160 150 

CONSTRUCTION TOTAL ..000.......cceeeeeeeee $ Billions | Jan. 3.7 4.1 x 

ROD caccsikcrashsscacsssetsshssachasaonsuonelalas $ Billions | Jan. 2.7 3.1 2.6 
IIE csncnsnsissnscdacebcnss cnsatatpsonain $ Billions Jan. 15 1.7 15 
BN sia ciascicissniainniisentosianis | $ Billions | Jan. 1.2 1.4 1.1 

Housing Starts*—o ........s.sssccssssssees | Thousands | Dec. 1310 1210 1432 

Contract Awards, Residential—b...... $ Millions Dec. 993 1092 981 
Pe PN vcsisscisicccticcscnestccescsccocen | $ Millions Dec. 1231 1281 1301 

EMPLOYMENT 

Total Civilian | Millions | Jan. 64.0 137 62.7 

Non-Farm * | Millions | Jan. 53.0 52.9 51.1 
Government * | Millions Jan. 8.3 8.3 8.0 
Trade * | Millions Jan, 11.6 115 11.2 
RN i cas ics oc weckaniaaanasnssdehien | Millions Jan. 12.5 12.4 11g 

NID FINI ccc sseccvcsesssnsecshimnes | Hours | Jan. 40.4 40.5 39.9 

Hourly Earnings. .............ccccccsees | Dollars | Jan. 2.29 2.27 2.19 

Weekly Earnings ..............0008 Dollars | Dec. 92.52 91.94 87.38 
PERSONAL GRCGIR? o.....ccccccccssccssessicces $ Billions Dec 391 387 367 

Wages & Salaries ..................:cccceceee $ Billions Dec 264 261 247 

Proprietors’ Incomes ............c.cscees00+- | $ Billions Dec. 60 59 60 

Interest & Dividends .................00006 | $ Billions Dec. 37 37 32 

Transfer Payments ...........ccccsessseeeee |$ Billions Dec. 28 28 26 

II faite dicscccidissctslchcameetsion | $ Billions Dec, 17 15 18 

CRC RRONNIR, TURNED csccencsisscccsessnsoccervies | 1947-'9-100 | Dec. 125.5 125.6 123.7 

Food 1947-'9-100 | Dec. 117.8 117.9 118.7 

Clothing os 1947-'9-100 | Dec. 109.2 109.4 107.5 

Housing 1947-'9-100 | Dec. 130.4 130.4 128.2 

MONEY & CREDIT 

All Demand Deposits® .................... | $ Billions Dec. 111.8 111.8 111.3 

Bank Debits*¥—g ........cccccsssseesseseeees $ Billions Dec. 95.8 91.5 89.5 

Business Loans Outstanding—c........ | $ Billions Dec. 31.4 31.0 31.4 

instalment Credit Extended” .......... $ Billions | Dec. 4.0 41 3.8 

instalment Credit Repaid’ ................ | $ Billions | Dec, 3.8 a7 3.4 

FEDERAL GOVERNMENT | 

Budget Receipts | $ Billions Dec. 7.6 5.9 6.2 

Budget Expenditures | $ Billions Dec. 6.8 6.6 7.1 

Defense Expenditures $ Billions Dec. 4.2 37 4.2 

Surplus (Def) cum from 7/1 ........... $ Billions Dec, (5.6) (6.4) (41.0) 











PRESENT POSITION AND OUTLOOK 





all the available figures, the regu- 
lar cycle in consumer borrowing on 
installment credit may be nearing 
a peak: current high rates of 
debt repayment are a definite drag 
on consumer purchases and may 
account for a certain slackness in 
the automobile market, and in the 
markets for appliances and honie- 
furnishings. A_ typical cyclical 
burst in the sales of these b g-| 
ticket times has not materializ2d} 
since the end of the steel strile,| 
and has led to some doubts abcut® 
the outlook for Spring. a 


Finally, and most importantly of : 


all, the rate of ordering in capi‘al® 


goods industries has certainly rot 


caught fire since the end of te) 


steel strike. Will it catch fire? Pos-|) 
sibly not in the way it caught fire 3 


in 1955; yet the indicated cash flcw 
in the corporate sector is such as 
to suggest substantial additions to 
plant and equipment by mid-yezr, 
and continuing throughout the 
year. 

Checking the business figures in 


these three key areas—inventories, |» 


consumer durables and capital 


goods—we find inventories and/ 


capital goods pointing to substan- 
tial levels of demand in the second 
quarter, while consumer durables 
may lag somewhat. All this adds 
up to a mixed business outlook in 
coming months. And it is being 
subjected to intense pressure by 
the sudden emergence of noninfla- 
tionary expectations on the part of 
businessmen and consumers alike. 
This is what the stock market is 
saying, and this is what the statis- 
tics on the demand for funds are 
saying. The inflationary psychol- 
ogy of the postwar years is draw- 
ing to a close, at a time when real 
business demands appear to have 
lost a good deal of their forward 


momentum. , , x 


AUTOMOBILES—this is a good time 
to stop and take a long look at the 
figures. In January, new-car sales 
of domestic manufacture evidently 
exceeded 450,000, or about the 
highest January on record. Includ- 
ing foreign sales, the total of which 
is not yet known, the sales rate 
was evidently about 6.8 million, not 
bad by any count. But inventories 


of domestic makes alone were ap- E 
parently approaching 800,000 by |) 
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1959-—_- ——___- —1958—| 
SERIES Quarter Quarter Quarter Quarter 
Th i 1 i 
onc 5S NATIONAL PRODUCT ................. 478.6 484.5 470.2 444.0 
ersonal Consumption 313.3 311.2 303.9 294.4 
“ vate Domestic Invest. .................. 67.0 77.5 69.8 54.2 
Rlot GRID ccnesaresitannsae ses 0.0 —18 0.9 1.6 
Government Purchases .................-.-000 98.4 977 97.4 93.8 
“ederal 53.6 53.9 53.8 53.6 
IN I disci cctcattinsiinnsisdcinsonsbes 44.8 43.8 43.8 40.8 
PER- ONAL INCOME 381.0 381.1 371.8 336.4 
Tox & Nontax Payments ..............000 45.8 45.8 44.4 42.9 
C ble | 335.2 335.3 327.4 320.4 
Cunsumption Expenditures ence 313.3 311.2 303.9 294.4 
Personal Saving—d ........0-sss00 piennnoesni 21.9 24.1 23.5 26.0 
CO! “ORATE PRE-TAX PROFITS ............ 52.6 46.5 38.3 
Corporate Taxes 25.6 22.6 18.8 
Corporate Net Profit ...........ccssoesee- 27.0 23.8 19.5 
D. vidend Payments 13.0 12.8 12.6 
Futained Earnings 14.0 11.0 6.9 
PLANT & EQUIPMENT OUTLAYS .......... 34.3 32.5 30.6 29.6 
THE WEEKLY TREND 
| Week Latest Previous Year 
Unit | Ending Week Week Ago 
MWS Business Activity Index*.. | 1935-’9-100 i Feb. 6 322.6 324.9 324.3 
M . Index—per capita”...... 1935-'9-100 i Feb. 6 234.8 236.5 236.2 
Stee! Producti % of Capacity | Feb. 13 94.4 94.2 83.7 
Auto and Truck Production ....| Thousands Feb. 13 195 201 150 
Paperboard Production Th d Tons Feb. 6 321 326 298 
Paperboard New Orders .......... Thousand Tons Feb. 6 352 326 345 
Electric Power Output* ............ 1947-'49-100 Feb. 6 264.9 266.6 249.8 
Freight Carloadi Th d Cars Feb. 6 588 602 565 
Engineerings Constr, Awards .... | $ Millions Feb. 11 375 377 284 
Department Store Sales ............ 1947-'9-100 Feb. 6 | 111 1 108 
Demand Deposits—c ..........:00+ $ Billions Feb. 3 60.6 62.1 61.7 
Business Failures—s |_N Feb. 4 318 281 271 


QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY 


In Billions of Dollars—Seasonally Adjusted, at Annual Rates 




































































PRESENT POSITION AND OUTLOOK 





the end of the month, and an ad- 
ditional 200,000 might have been 
added if February production 
schedules had not been altered. As 
it is, February output has been cur- 
tailed to about 10% below original 
expectations, and the addition to 
inventory may not exceed 100,000. 
At the same time, used-car prices, 
which are a barometer of strength 
in the new car market, have falter- 
ed in the early weeks of the new 
year, suggesting that the wide as- 
sortment of compacts and foreign 
cars now available have cut into the 
sales of used cars. All in all, the 
figures still point to a sales rate of 
domestic new cars, not too far from 
the 7,000,000 forecast by the in- 
dustry, but few would say that 
this figure is any longer a con- 
servative estimate. 
* * ok 

PERSONAL SAVING—in the first 
quarter, it has evidently climbed 
materially. While retail sales are 
running strongly, income has risen 
even more rapidly, and the saving 
gap has apparently widened. 
However, with consumer debt 
somewhat top-heavy, the spending 
rate may not show much improve- 
ment in the second quarter. 





*Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 


centers. (na)}—Not ovailable. (r)—Revised. (s)—Data from Dun & Bradstreet. (t)—Revised index. Other Sources: 


Federal Reserve Bd., Commerce 




















































Dept., Securities & Exch. Comm., Budget Bureau. 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
No. of 1959-'60 1959 1960 | (Nov. 14, 1936 Cl.—100) High Low Feb. 5 Feb. 12 
Issues (1925 Cl.—100) High Low Feb. 5 Feb. 12 | High Priced Stocks .........0ssseee 306.7 268.4 282.8 280.1 
Composite Average 492.4 436.9 454.4 452.1 Low Priced Stocks ........:.ssessssereee 665.9 585.4 620.9 610.2 
4 Agricultural Implements ....... 492.4 356.2 398.4 402.7. | 5 Gold Mining ........ 853.0 973.0 1003.4 
3 Air Cond. (‘53 Cl.—100) ...... 137.2 110.5 118.6 121.1. | 4 Investment Trusts 162.1 162.1 162.1 
9 Aircraft (’27 Cl.—100) ......... 1375.1 1019.1 1060.8 1049.8 3 Liquor (‘27 Cl.—100) ........... 1624.8 1369.9 1369.0 1369.0 
7 Airlines ('27 Cl.—100) ......... 1429.4 901.7 901.7 945.7 FD vsececensrnenestssenstcessree 563.2 452.4 497.1 486.7 
4 Aluminum (‘53 Ci.—100) ..... 594.5 392.0 474.4 469.2 Be Te I eirseptniccsenscienssinaces 467.5 253.1 409.7 405.1 
5 An ts 252.6 200.5 216.1 223.0 4 Matt Packing ......cccorcocscssessess 277.1 204.4 264.9 264.9 
5 Automobile Accessosies ........ 541.9 413.4 487.7 498.5 4 Mtl. Fabr, (’53 Cl.—100) ...... 211.2 181.3 196.6 194.6 
5 Automobil 156.8 93.7 138.5 135.4 9 Metals, Miscellaneous .......... 409.6 343.8 361.8 358.1 
3 Baking (‘26 Cl.—100) ........... 41.3 28.5 38.3 37.5 DE irsipecaircseneeminnncensinces 1084.1 1109.6 1084.1L 
4 Business Machines ......... 1395.5 1173.8 1198.7 1198.7 16 Petroleum ........... 684.2 691.7 684.2L 
6 Chemicals ................. 835.5 692.9 721.4 705.4 16 Public Utilities sie . 334.9 345.1 345.1 
4 Coal Mining ... 37.8 28.1 33.9 32.8 | 6 Railroad Equipment .............. 104.1 86.9 94.8 97.8 
4 Communications ... 229.8 164.6 216.0 213.7 | 18 Railroads ....ccscvcccsssssssseseeseesssn 66.0 66.1 66.1 
? Construction .......... 178.9 155.6 167.5 164.1 | 3 Soft Drinks 599.8 704.8 704.8 
5 Container ........... 1142.6 970.7 981.2 970.7L | 11 Steel & Iron 392.5 423.1 418.4 
Copper Mining ............:.s0ss000 344.6 280.7 314.8 3148 | 4 Sugar 85.2 85.2 86.1 
2 Dairy Products ......sscssessesssseee 163.1 138.8 153.0 149.9 | 2 Sulphur , 580.6 600.2 606.4 
5 Department Stores .............+. 143.8 119.1 138.0 135.2 11 TV & Electron, ('27—100) .. 111.3 65.6 97.7 96.6 
> Drugs-Eth. (‘53 C.—100) ...... 475.4 379.5 413.1 404.3 5 Textiles 259.6 176.6 212.0 207.6 
5 Elect. Eqp. (‘53 Cl.—100) ..... 369.9 268.8 336.6 336.6 | 3 Tires & Rubber ..........cccsesse 281.8 216.1 230.1 224.9 
3 Finance Companies .....:.ss+-++: 769.7 654.6 675.6 662.2 | 5 Tobacco 194.9 172.9 184.3 182.5 
5 Food Brands 470.0 406.3 419.3 414.9 | 3 Variety Stores .......csccsccssssseres 371.2 331.4 360.3 360.3 
3 Food Stores 279.6 244.4 250.2 255.3 | 14 Unclassif’d (‘49 Cl—100) .... 295.1 239.8 268.8 266.1 








L—New Low for 1959-1960. 
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Trend of Commodities 








SPOT MARKETS — Sensitive commodities followed divergent 
courses in the two weeks ending February 11. Raw foods 
were higher while industrial materials gave some ground. 
The BLS daily index of 22 leading commodities lost 0.2% 
during the period as the result of lower prices for copper 
scrap, steel scrap, hides, rubber and wool tops. Among in- 
dustrial materials, only tin was higher. 

Among the broad rank and file of commodities, farm 
products were lower in the two week period, while other 
commodities were little changed. The BLS comprehensive 
weekly index lost 0.3% as the result of the drop in farm 
prices, closing at 119.2% of the 1947-1949 average. At its 
latest close, the index was unchanged from a year ‘ago and 
has remained in a narrow range for over two years. 





-_-—— 


FUTURES MARKETS — Futures markets were preponderantly | 


lower in the two weeks ending February 12, although quite 
a few commodities were little worse than mixed. Included 
in the latter category were wheat, corn, oats, soybeans, copper 
and zinc. Lower quotations were registered for rye, lard, 
cotton, wool, rubber and lead, while only hides advanced. 
The Dow-Jones Commodity Futures Index lost 0.63 points 
to close at 146.00. 

The nearby wheat option was slightly lower in the period 
under review, while new crop futures advanced. There are 
increasing signs that a tight situation in “free” supplies of 
old crop wheat is developing and damage to the new crop 
would also help old crop futures. In this situation, the path 
of least resistance would appear to be upward, 
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BLS PRICE INDEXES Latest 2Weeks 1 Yr. Dec.6 
1947-1949—100 Date Date Ago Ago 1941 
All Commodities Feb. 9 119.2 119.5 119.2 60.2 
Farm Products Feb. 9 87.0 88.4 87.0 51.0 
Non-Farm Products Feb. 9 128.6 128.6 128.6 67.0 
22 Sensitive Commodities Feb. 11 84.6 848 84.4 53.0 
9 Foods Feb. 11 73.0 71.9 78.4 46.5 
13 Raw Ind’l. Materials Feb. 11 93.5 949 88.7 58.3 
5 Metals Feb. 11 100.4 101.7 96.6 54.6 
4 Textiles Feb. 11 79.4 80.1 77.0 56.3 
MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE-—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 
1959 1958 1953 1951 1941 
High of Year 161.4 154.1 162.2 215.4 85.7 
Low of Year 152.1 146.5 147.9 176.4 74.3 
Close of Year 158.3 152.1 152.1 180.8 83.5 
DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 

1959 1958 1953 1951 1941 

High of Year 152.7 159.0 166.8 215.4 84.6 

low of Year 144.2 147.2 153.8 174.8 55.5 

Close of Year 147.8 147.6 166.5 189.4 84.1 
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BLS INDEX 22 BASIC COMMODITIES 
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Canada and U.S. Joined By Interest 
In Natural Gas 
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(Continued from page 619) 


‘eased to Trans-Canada) and to expand the 


n to meet domestic requirements. Considera- 


«f the plan to export gas at Niagara Falls will 


oly be deferred until later this year. Purchase 
sale of gas by Trans-Canada is now made 
contract at nesotiated prices and increases in 
ist of gas in the field must be passed on to 
ners through modification of contracts or ab- 
|. As increased quantities are urgently needed 
» distributors there does not seem to be too 
doubt that the contracts can be reopened. The 
f the NEB in this sort of rate matter is, of 
, yet to be determined. 
‘shares of Trans-Canada were subject to spec- 
excesses shortly after issuance and rose 
a nominal price of 10 ($150 per unit consist- 
’ $100 debenture and five shares of common 
to 39 early in 1958. The low that year was 
st year the issue ranged from 31 to 2214 and 
itly is at the low for this year of 23. In making 
igs estimates, a number of assumptions must 
de as to cost of gas, development of the do- 
: market, cost of financing a $230 million con- 
ion program and the possible impact of regu- 
. On an optimistic basis, 1963 earnings could 


rise to $1.25, while under less perfect conditions 
(but including 50¢ from export sales), a level of 
80¢ to $1.00 seems a reasonable expectation. In 
either event the price sems to fully value earnings 
four years hence. Nonetheless. the approval of ex- 
port could result in an even higher multiple being 
placed on future earnings, based on the assumption 
that the initial allocation is a forerunner of larger 
deliveries to the United States. 


Westcoast Transmission Co. 


Westcoast Transmission Co Ltd. is the only ma- 
jor pipeline now selling a sizeable quantity of gas 
to the United States. The operation has been plagued 
with a series of peculiar problems, however, which 
have prevented realization of the potential envi- 
sioned at the time of construction and could cause 
further delays in development of profits. Primary 
among the company’s difficulties is the insufficiency 
of deliverable gas reserves. Thus far the company 
has not met its requirement to deliver 300 million 
cubic feet per day to El Paso Natural Gas. In this 
connection it must be mentioned, however, that 
growth of the market in British Columbia has great- 
ly exceeded expectations and this market is being 
supplied. The second area of uncertainty had been 
the charge that the company’s export price is too 
low and is unfair to Canadian consumers. Agree- 
ment by El Paso to pay a higher, but undetermined, 
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sha and connecting pipelines in the United States 
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price for additional 
eased this criticism. 
In order to enlarge deliveries 
to the United States as well as 
serve the western Canadian mar- 
ket, Westcoast acquired addition- 
al reserves in Alberta and after 
agreeing to a compromise with 
Alberta and Southern, was au- 
thorized by the Alberta Conser- 
vation Commission to _ sell 
150,000 mecf/day to El Paso. 
The application and the 
question of price are now pend- 
ing before the NEB and the FFC. 
Because of its more complicated 
nature and the connection with 
the Alberta & Southern applica- 
tion, approval while probable, 
may be delayed. Of greater im- 
portance to Westcoast is the pos- 
sible development of a major new 
reserve in northeastern British 
Columbia. While only test wells 
have been completed at present it 
is hoped that the ultimate recov- 
erable gas in the area may exceed 
one trillion cubic feet. Should 
this be the case Westcoast’s re- 
serve position would be measur- 
ably improved. Development and 
sale of this gas, however will re- 


gas has 





quire three to five years. 

The market price record of 
Westcoast has been the most vol- 
atile of the Canadian pipelines; 
units of $100 debentures and 
three shares of common stock 
were offered in 1957 at $115, but 
were soon at premiums up to 
$157. In 1958 the units rose to 
$235. Detached, the common 
stock record is as follows: 1957 
high 4814 — low 24; 1958 high 
27, low 19; 1959 high 22—low 14 
and thus far in 1960 the shares 
have remained close to the 15-16 
range. Because of the many vari- 
ables and uncertain financing 
needs of Westcoast, no meaning- 
ful earnings projections are pos- 
sible. Estimates made _ several 
years ago of $1.50 — $1.75 by 
1962 no longer appear attainable 
within the foreseeable future. As 
in the case of Trans-Canada, ap- 
proval of export may set off an- 
other speculative flurry, if the 
terms of the NEB order are fa- 
vorable. 


Alberta and Southern Gas Co. 


Alberta and Southern Gas Co. 
Ltd. is being sponsored by Pacific 








Not a New Issue 


Kuhn, Loeb & Co. Blyth & Co., Inc. 


Glore, Forgan & Co. Goldman, Sachs & Co. 


Stone & Webster Securities Corporation 








This advertisement is saa - offer to sell nor a Solicitation of offers to buy any of these securities. 
he offering is made only by the Prospectus. 


1,000,000 Shares 
Campbell Soup Company 
Capital Stock 


($1.80 Par Value) 


Price $50 per share 


Copies of the Prospectus may be obtained from any of the several underwriters, 
including the undersigned, only in States in which such underwriters are qualified to 
act as dealers in securities and in which the Prospectus may legally be distributed. 


The First Boston Corporation 
Drexel & Co. 
Harriman Ripley & Co. Kidder, Peabody & Co. 
LazardFreres &Co. LehmanBrothers Merrill Lynch, Pierce, Fenner &Smith Smith, Barney & Co. 
White, Weld & Co. 
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Gas and Electric Co. to provik 
an alternate Canadian supply tif 
the northern California market 
An ambitious project, it is ex: 
pected to cost $330 million anf 
provide 460 million cubic fedf (( 


—_—_—_—_ 


Eval: 
Th 
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daily rising to 800 million wit hinl} been 
several years. The line to be built!® most 
in Canada will be a joint facility mont 
with Westcoast and will also con. high 
nect with Canadian-Mon‘an Th 


Pipe Line. Financing will be un§ 
dertaken both in Canada and the 0: 


United States. As noted alovi ther 
the Alberta Conservation Com dow: 
mission has finally approved the) jnst: 
full export quantity requested) 195: 
The NEB is expected to app) ov eas 
this project and may agree to the Her 
export of the entire amount ref) pan 
quested, Hearings are curre itl Goo 
being held before the FPC. Bef shal 
cause of procedural problems) hay 
construction is not likely to begin) gain 
before late this year and d liv. halt 
eries could start about a year? ing 
thereafter. If there are delay: in) 196; 
obtaining the necessary authori- t cas 
zations the operation of the in) enj, 
will similarly be deferred. : Yet 

No attempt at estimating ezrm-) 196 
ings for this company is bei ingly Ob 
made because of the length olf som 
time before operations begin’ | of 2 
Prior to the commencement of ) pric 
operations there may well be in rat! 


dications from the regulat ny F 
authorities on rate matters ani divi 


this, in turn, could alter financing fina 
plans. At this juncture it maj) the 
be stated that Alberta and South: sub: 
ern appears to be a well con) fact 
ceived line with adequate re’ ear 
serves and a growing market. tion 
den 

Conclusion whe 

In summary, the export of the 
Canadian Gas is imminent ani | |W 
the price history of the pipeline &"@ 
stocks suggests that recognition bon 
of the event will occur in the "2 
market. Such a rise, however, will ‘f / 
reflect a higher multiple for earn *t?/ 
ings that are still several years 47 
in the future, and which make 
rather optimistic assumptions a) %th 
to growth and regulation. Over ed 
the longer term Trans-Canada sto: 


and Alberta Gas Trunk Line ap Sé: 
pear to have good prospects for !' 
devloping increasing earnings ha 
and Alberta and Southern, de wi 











pending on its price at the time 4 
of financing may have appeal for) 95, 
investors. Westcoast Transmis/) wo. 
sion remains speculative, but has) prj 
an interesting potential. END it. 















Evaluating Character Of Stocks 
That Make Today’s Market 





Feet (Continued from page 627) 
thin)! been 2 new low for U.S. Steel and 
uitie most others within a few short 
‘lity montis of the time they made new 
conf highs. 
By The Significance of the Trend 
the Of all the stocks in Table III 
Ove’ ther: are only a very few that are 
mF down for specific reasons. In most 
the) instences earnings were good in 
ed.) 195° and may be even better, at 
Ove leas! in the first half of 1960. 
the’ Hen e a rundown of all the com- 
ref} pani s would serve little purpose. 
tly Goov year, for example is in better 
Be shape than ever, and tire prices 
ms, have just been raised, in the bar- 
gil)) gain The company obtains over 
liv! half of its volume from its tire 
eal) lines. Yet the stock is at a 1959- 
‘MF 1960 low. Penn-Dixie, as in the 
Tl case of other cement companies, 
me enjoved a banner year in 1959. 
» Yet despite a good outlook for 
me 1960, this stock is also at its low. 
“M2 Obviously, therefore, there is 
| ha something else at work—a process 
ein of giadual revaluation of security 
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prices in the light of realities 
rather than speculative fervor. 

First, although earnings and 
dividends are at high rates, it has 
finally dawned on investors that 
the rate of growth has slowed 
substantially in recent years. In 
fact, except for 1959, the highest 
earnings reported by all corpora- 
tions dates back to 1950. Divi- 
dends are at a record high, but 
when measured on a yield basis 
the returns available are well be- 
low those obtainable from high- 
grade corporate and government 
bonds. All of this might be ig- 
nored, as it has been in the past, 
if inflation and easy money were 
still the dominant fears in inves- 
tors minds. But they are not. 

he sheer statistics, as well as 
other evidence has all but banish- 
ed inflation as a rationale for 
stock prices from the minds of 
seasoned investors. Why? Because 
in the last ten years stock prices 
have risen 300% on the average 
while consumer prices have climb- 
ed a bare 22% and industrial 
commodities slightly more at 
25°. If this rise in the price level 
was inflation, certainly stock 
pr ces have more than discounted 
it. 
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New York, February 17, 1960. 


| Cigarettes 

OLD GOLD STRAIGHTS KENT NEWPORT SPRING 

Regular Regular King Size King Size 
King Size King Size Crush-Proof Box 





DIVIDEND NOTICE 


Regular quarterly dividend of $1.75 per share on the Preferred 
Stock and regular quarterly dividend of $.55 per share on the 
outstanding Common Stock of P. Lorillard Company have been 
declared payable April 1, 1960, to stockholders of record at 
the close of business March 4, 


FIRST WITH THE FINEST CIGARETTES—THROUGH LORILLARD RESEARCH 


| STG /PLailard- 200% frmiversary feooneea™ 


1960. Checks will be mailed. 
G. O. DAVIES, Treasurer 
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TWO HUNDRED YEARS OF TOBACCO EXPERIENCE 








OLD GOLD FILTERS Crush-Proof Box EMBASSY 
King Size King Size 
Smoking Little Chewing Turkish 
Tobaccos Cigars Tobaccos Cigarettes 
BRIGGS BETWEEN BEECH-NUT MURAD 
UNION LEADER THE ACTS BAGPIPE HELMAR 
FRIENDS MADISON HAVANA 
INDIA HOUSE BLOSSOM 
Furthermore, investors have has so far been successful in 
been burned trying to hedge limiting expansion in the money 


against inflation in the classical 
way. Raw materials companies, 
especially the oils, coppers, lead 
and zine producers have been 
among the poorest market per- 
formers in the last few years. 


Money Trends 


Without any concrete evidence 
of inflation, the hedging mentality 
has only the threat of easy money 
and eventual inflation to fall back 
on, and this too is weakening. 
Readers of this magazine have 
been kept expertly informed on: 
the dominant money trends. They 
know, that despite persistent poli- 
tical pressure the administration 
has refused to give an inch ex- 
cept for the spending it viewed as 
necessary for national defense. 
The Federal Reserve, headed by 
William McChesney Martin has 
been consistently fighting the 
pressures for easier credit and 


supply. 

But what has finally convinced 
investment managers is the fact 
that even if politics should lean 
to some tampering with the 
money system, the loss of gold we 
have suffered in the last few 
years will act as an effective check 
against the indiscriminate raising 
of bank’s lending reserves. Money 
may ease temporarily as business 
loans decline, but the longer term 
outlook is for a prolonged period 
of generally high money rates in 
line with prevailing rates around 
the world. We cannot have it 
otherwise, or we will lose our gold 
reserves and be forced into the 
disastrous step of devaluation. 


Impact On Companies 


None of the above presupposes 
a recession or any general inter- 
ference with the high level of op- 
eration in the economy. Even if 
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Southern California | 


Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 


the following quarterly divi- 
dends: 


ORIGINAL PREFERRED STOCK 
Dividend No. 203 
65 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 52 

27 cents per share. 


The above dividends are pay- 
able March 31, 1960, to 
stockholders of record March 
5. Checks will be mailed 
from the Company's office in 
Los Angeles, March 31, 


P, C. HALE, Treasurer 


February 18, 1960 Se 




















UNITED 
CARBON 
COMPANY 


HOUSTON, 
TEXAS 


DIVIDEND NOTICE 


A quarterly dividend of 50 cents 
per share has been declared on the 
Common Stock of this company, 
payable March 10, 1960, to stock- 
holders of record at the close of 
business on February 26, 1960. 


U 
C 
=) 


C. H. McHENRY 
Secretary 
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business remains good all through 
1960 and well into 1961 there is 
ample evidence that the current 
revaluation of stock prices is fully 
justified, Without the fear of run- 
away inflation only earnings and 
dividend prospects count in the 
appraisal of companies, and these 
have been too richly valued. Nor 
has any consideration been given 
to any possible decline in business 
where leverage would work 
against total earnings under a re- 
adjustment of activities closer to 
the break-even point. 

What the ultimate correction 
must be is impossible to deter- 
mine, but it should be pointed out 
that although the averages are 
down only 10% from their highs 
many representative stocks are 20 
and 30% below their highs. As 
such they are less vulnerable at 
the moment, provided the busi- 
ness picture remains good. If the 
enthusiasm that greeted the new 
year should dampen, however; if 
autos fail to sell as expected; if 
the current signs that appliances 
sales are weakening should per- 
sist; if capital spending doesn’t 
hurry along in its expected up- 
turn, and if new orders and back- 
logs don’t begin soon to climb 
faster than they have been so far, 
then the current set-back may 
prove to have been just the first 
leg of a truly major decline in 
stock prices. END 





What 1959 Annual Earnings 


Reports Reveal 





(Continued from page 623) 


ing with the 15 that reported 
lower earnings, but Babcock and 
Crane both reported higher earn- 
ings on lower sales—a hallmark 
of good management! However, it 
is unlikely that continued lower 
sales can be effectively offset. 
More importantly, profit mar- 
gins will be under heavier pres- 
sure in the current year, as opera- 
tions press against capacity and 
considerable price resistance si- 
multaneously restricts the full re- 
covery of rising costs. Such fac- 
tors suggest that stock prices 
have, at least until recently, em- 
phasized the encouraging aspects 
in the current year’s outlook to 
the disregard of some that are 
unfavorable. END 





Tobaccos Jockeying For 
Leadership 





— 


(Continued from page 629 


through an outstanding popular 
magazine article, is now bevin- 
ning to suffer from the removse- 
less competition of the brand war, 
Even though it was inevit: ble 
that sales growth would evnt- 
ually taper off, Lorillard has done 
a good merchandising job in 
keeping its Kent (384 billion 
output) in the vanguard of 
filter cigarettes. Kent’s anral 
gain of 5.5%, and the 84.6% g in 
in menthol-filter Newports (438 
billion units) more than comp :2n- 
sated for the 22.8% sales droy in 
the three types of Old Golds. ‘te- 
cently introduced menthol-fil ‘er 
Spring seems to be going well and 
may help to boost 1960 volu ne 
from estimated 1959 sales of af 
little over $500 million to around 
$520 million. Estimated per sh: re 
earnings may reach $4.50 versus 
an estimated $4.30 for 1959 andy 
$4.01 for 1958. At its recent proce J 
of around $37, Lorillard is selling 
at less than 9 times estimated 
1960 earnings versus an average 
estimated 11 to 12 times multi- 
plier for the four other major 
companies, The reason for this 
lower evaluation is Lorillard’s de- 
pendency on one major brand 





which gives evidence of running § 
out of some of its steam. Loril- F 


lard, recently $37, does have 


speculative possibilities based on 7 
its ability to retain its share of 


the market and because of the} 
lush 6.5% yield based on an in- | 
dicated $2.20 annual payout. 


growth over the past five years 
has been greater than any but 
Lorillard which was something of | 
a phenomenon. Philip Morris’ | 
brands consist of Philip Morris 
Regular and Kings (10.4 billion 
units), Filter Parliaments (9.3 
billion units), Benson & Hedges 
Filter (0.60 billion units), and 
two menthol-filter brands, Alpine 





(1.3 billion units) and Spuds 3 
(0.30 billion units). Alpine, intro- | 


duced last July, has a hi-fi filter 
and air-cooled porous paper. Al- 
though it is too early to insure 
brand success, Alpine seems to be 
going well, 


THE MAGAZINE OF WALL STRertT | 





t 
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Philip Morris is the first major 
companies to have diversified. In 
1957, the Milprint Company, 
manufacturer of flexible packag- 
ing, was acquired. The Company 
is presently negotiating with the 
AS.R. Products, manufacturers 
principally of razors and blades, 
on an exchange basis of 414 
shares of A.S.R. Products for 
each share of Philip Morris. Since 
bo h companies utilize the same 
ch innel of distribution, the mar- 
ri: ze might be a happy one. 

Vith Parliament’s 1959 sales 
gan of 36.8% more than com- 
peisating for the 14.4% sales 
slippage of its Philip Morris 
brinds, the company’s sales rose 
tv $460.5 million from $440.8 mil- 
licn with per share earnings ris- 
inr from $4.90 to $5.01. Philip 
Morris’ meager profit margins, 
lo vest in the industry, stem from 
a .1umber of reasons. First, Philip 
Morris’ unconsolidated foreign 
earnings amounting in 1959 to 
around $0.30 per share are un- 
consolidated; second, around 15% 
of sales are thought to come from 
M |print where margins are lower 
thin in the cigarette business; 
and third, introductory costs on 
new brands have been high. Man- 


agement, however, is capable, ag- 
gressive, and aware of the prob- 
lem and should eventually provide 
a solution. For 1960, we are esti- 
mating a sales increase of around 
5% to $480 million and per share 
earnings between $5.25 and $5.50. 


Reynolds Tobacco has done an 
outstanding job in maintaining 
top positions for its brands in 
each of the various categories. 
Camel is the leading straight and 
also the nation’s top brand (6.2 
billion output), Winston, the 
leading filter (46.3 billion) and 
Salem (28.2 billion), the leading 
menthol filter. Camel’s continuing 
popularity in a period when other 
straights have slipped is testi- 
mony to Reynold’s merchandising 
talent, which is based on a phil- 
osophy of selling a stronger, bet- 
ter tasting cigarette rather than 
health, as per its slogan, “Winston 
tastes good like a_ cigarette 
should.” Sales for 1959 will show 
an approximate gain of 12% over 
1958 versus an industry gain of 
but 4.5%. Reynolds’ profit mar- 
gins of around 16% are consider- 
ably higher than the industry 
average of around 13%. Per 
Share earnings for Reynolds in 
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1959 may be around $4.50 versus 
last year’s $3.80. For 1960, rela- 
tive gains may be considerably 
less, our present estimates being 
around $4.75. At its present price 
of 58, Reynolds sells around 12 
times such earnings which is a 
reasonable price-earnings ratio 
for a company with so excellent a 
record. 


The Cigar Companies 


Despite the fact that domestic 
consumption of cigars over the 
past ten years has increased only 
10% versus an 18% population 
growth, major cigar companies 
have, nevertheless, benefited by 
the changing character of the 
business which has concentrated 
the manufacturing in the hands 
of a few companies. Over a 
twenty year period, the number 
of plants producing less than half 
a million cigars have declined by 
around 85% while those produc- 
in excess of 40 million units have 
increased by around 45% to the 
extent that about two thirds of 
the annual dollar volume of cigars 
are accounted for by the six big- 
gest producers. 

Perhaps the prime cause for the 
metamorphosis in the cigar indus- 
try was the development of cigar 
making machinery obtainable on 
a royalty basis from American 
Machine & Foundry followed by 
the relatively recent development 
of reconstituted tobacco, a pat- 
ented process available to the in- 
dustry at large under a licensing 
agreement from General Cigar. 
Reconstituted tobacco, referred to 
in the trade as blender binder, is 
a process for pulverizing the en- 
tire leaf and then rolling it into 
strips. Not only does this process 
permit better utilization of the to- 
bacco, but lends itself to further 
automation through facilitating 
the machine feeding of a thin, 
standard-sized sheet as opposed to 
the irregular strips of cured, nat- 
ural leaf, The resultant labor sav- 
ings have enabled cigar compa- 
nies to improve profit margins, 
but perhaps of even broader sig- 
nificance have been the capital re- 
quirements for installation of 
modern manufacturing methods 
which caused the capitulation of 
many of the smaller producers. 

Additionally, the larger compa- 
nies are in a financial position to 
embark on aggressive merchan- 
dising programs including nation- 
al advertising, thus further wid- 


ening the gap between the majors 
and minors. 

Although 1959 was a banner 
year for the major cigar manu- 
facturers, industry sales in the 
third and fourth quarters of 1959 
were disappointing because of the 
imposition of a 15% New York 
State tax on July 1st of last year, 
a seemingly unfair levy which the 
industry is fighting vigorously. 
The general 1960 outlook for the 
cigar business is good with most 
companies anticipating a 5%-6% 
increase in sales. The leading ci- 
gar manufacturers are Bayuk Ci- 
gars, Consolidated Cigar and 
General Cigar. 


Bayuk Cigars has been the out- 
standing merchandiser to date, 
but at its recent price of 45, sell- 
ing 15 times estimated 1960 earn- 
ings of around $3.00, the stock ap- 
pears on the high side. Yield on 
its indicated $2.00 dividend is 
4.4%. 


Consolidated Cigar’s earnings 
may show an increase from an es- 
timated $2.75 for 1959 to an es- 
timated $3.10 for 1960 because of 
improving profit margins based 
on increased use of blended 
binder. Selling at an approximate 
nine times price-earnings ratio, 
and affording a 4.6% yield on its 
indicated dividend of $1.25, Con- 
solidated Cigar appears to offer 
the best value of the group. 

General Cigar, recently 24, is 
selling at 10.7 times its estimated 
earnings for 1960 of around $2.25. 
It would be our second choice in 
the industry, but yield on its in- 
dicated dividend of $0.80 is only 
3.3%. 


U. S. Tobacco (24), American Snuff 
(57), and G. W. Helme (30), are the 
nation’s number one, two and 
three producers of snuff. To com- 
rensate for the lack of growth in 
their major line, each of the com- 
panies is making attempts to 
diversify. In addition to having 
gone into the cigarette business 
(leading brand Sano—ouput 0.60 
billion), U. S. Tobacco last year 
acquired Circus Foods, a large 
manufacturer of canned nut prod- 
ucts and candy bars. American 
Snuff has diversified into the in- 
secticide business, and the G. W. 
Helme Co. into the baking busi- 
ness. Each of the snuff companies 
sells at from 10 to 11 times esti- 
mated 1960 earnings and yields 
in excess of 5%. END 
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E.1.DU PONT DE NEMOURS & COMPANY 


Ms as rat ore 


Wilmington, Del., February 15, 1960 


The Board of Directors has declared this 
day regular quarterly dividends of $1.12'/2 
a share on the Preferred Stock—$4.50 
Series and 8742¢ a share on the Pre- 
ferred Stock—$3.50 Series, both pay- 
able April 25, 1960, to stockholders of 
record at the close of business on April 
8, 1960; also $1.50 a share on the 
Common Stock as the first quarterly in- 
terim dividend for 1960, payable March 
14, 1960, to stockholders of record at the 
close of business on February 23, 1960. 


P.S. pu Pont, 3RpD, Secretary 
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Underdeveloped Areas 
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In the End, Social Justice 





neither wishful 


Only work. And profit. 


however, and _ instructive, 


scription. 
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The great industrial complexes 
of North America, Europe and 
Russia were built by two factors: 
sweat and the constant formation 
of ever-larger amounts of capital. 
There is no other way. It may be 
unfortunate that it is so, but it is 
so nevertheless. It is unfortunate | 
that disease, poverty and illitera- | 
cy exist, but they do exist, and | 
thinking nor.) 
economic panaceas nor mighty | 
speeches will spirit them away. 
This is 
not a prescription for social jus- 
tice. It is a prescription for econo- 
mic development. It is curious, | 
that 
those countries which today have | 
the highest degree of social jus- 
tice are precisely those which in 
the past have followed this pre- 
END 
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| A First-Hand Study . . . Defense 


Expenditures and Who Will Get 
The Orders 





(Continued from page 609) 

In addition, Pratt & Whitney 
(a division of United Aircraft 
will get the lion’s share of some 
$90 million put into the 1961 
budget to buy engines, parts, and 
training for an airborne alert of 
the B-52 bombers. Each B-52 
uses eight P & W engines, at a 
cost of about $350,000 each. Con- 
gress may augment that $90 mil- 
but whether 
the Administration would use the 
extra money is moot. 


Navy Aircraft 


& The largest single segment 
of the Navy’s $1 billion aircraft 
procurement program is believed 
to be an estimated $350 million 
for the A3J attack plane (North 
American, General Electric), the 
last planned buy of this aircraft. 


| Other combat planes in the Navy 


program are the F8U-2N (Chance 
Vought, Pratt & Whitney); F4H-1 
(McDonnell, Pratt & Whitney); 
A4D (Douglas, Curtiss-Wright) ; 
and A2F (Grumman). These pro- 
grams are estimated at between 


| $30 million and $100 million each. 


Army Aircraft 


The Army has allocated $132.5 
million for aircraft purchases in 


| 1961, $58 million for 83 fixed 


wing planes and $74.4 million 
for helicopters. Sharing in these 


| contracts will be Beech Aircraft 


| 
| 





| Corp., 


Bell Helicopter Corp., 
Grumman, deHavilland of Ca- 
nada, and Vertol. As the Air 
Force moves over into missiles 
and, eventually, to manned space 
craft, the Army will probably 
end up with the largest aircraft 
fleet of the military services. 

&> New military aircraft de- 
velopments of the near future in- 
clude such possibilities as the 
hoped-for Air Force jet cargo 
plane; a possible new Air Force 
interceptor, which could conceiv- 
ably be a modification of the 
Navy’s McDonnell F4H; a verti- 
cal or short-takeoff-and-landing 
fighter; a possible advanced ver- 
sion of the B58 medium bomber, 


| and a Missileer plane to fire the 


Navy’s still-experimental air-to- 
air missile. In addition, the Army 
has asked the industry to draw 
up designs for three new types 
of tactical aircraft for possible 


development by the mid-1960’s. 

> Finally, there are strong ad- 
vocates in Congress of putting 
back in the North American B-70 
development program some of 
the funds cut out of it last fall, 
both for defense applications and 
to speed the development of com- 
mercial planes that will fly at 
three times the speed of sound. 


> As a nuclear stalemate §le- 
velops between the U.S. and Ris- 
sia, brush-fire emergencies of ‘he 
Korean and Lebanon types :p- 
pear more probable, strength«n- 













ing the requirements for tactical § 


and troop airlift aircraft. M s- 
siles and big bombers are too 1 n- 
discriminating for the limited 
areas that would be involved. 
For offensive retaliatory 


strikes in general war, howev r, 


the big bomber has received a¥ 
new lease on life through the ce- § 


velopment of long-range air-io- 
surface “stand off” missiles of 
the Hound Dog and, later, Siy 
Bolt, type, which 


>in ah 


provide in® 


reality an effective marriage of ~ 


the missile and the airplane. 
The aircraft industry will look 
to these potentials and to mis- 
sile and space programs for its 
future government business, as 
well as to new fields such as elec- 
tronics, atomic energy, etc. Some 
of the less dynamic or just plain 
less fortunate companies will 


find the going increasingly rough. | 


Diversification and cost-cutting 
appear to be two of the prerequi- 
sites for weathering the big 
transition period. 


Development on Space Systems 


One of the most promising new 
fields is that of space systems, 
both military and civilian. With 
the transfer of big rocket engine 
development to the National 
Aeronautics and Space Adminis- 
tration, the Pentagon’s space 
system budget for fiscal 1961 is 
relatively modest — $318 million 
in planned obligations — but 
there are indications that it will 
start mushrooming before the 
year is out. The three major pro- 
grams now in development, all by 
the Air Force, are as follows: 

(1) Midas, a space satellite to 
give warning of enemy ballistic 
missile launchings. Lockheed is 
prime contractor, with approxi- 
mately $100 million allocated tc 


the program for fiscal 1961. How- | 


ever, top Defense scientists ave | 


(Continued on page 644) 
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24,597,133 31,263,253 


$141, 365, 810 


Less— Depreciation. ........... 























Less— Cost of 5,888 
shares held in treasury....... 123,648 68,640,851 


$141,365,810 














TEXAS GULF 
SULPHUR 
COMPANY 


154th Consecutive 
Quarterly Dividend 


The Board of Directors has declared a 
dividend of 25 cents per share on the 
10,020,000 shares of the Company's 
capital stock outstanding and entitled 
to receive dividends, payable March 15, 
1960, to stockholders of record at the 

close of business February 29, 1960. 

E. F. VANDERSTUCKEN, JR., 
Secretary. 











studying the project right now 
to see if funding should not be 
stepped up substantially. 


(2) Samos, a space satellite 
which will perform constant sur- 
veillance of enemy territory. 
Lockheed is also prime contrac- 
tor for this system, under an 
estimated $150 million program 
which has top national priority 
along with ballistic missiles and 
the Polaris submarine. 


(3) Dyna Soar, a manned 
“space glider’ to make initial 
tests of military manned space 
capabilities. Boeing is prime con- 
tractor for the vehicle and Mar- 
tin for the rocket booster, which 
will be a modified Titan missile. 
About $58 million is programmed 
for fiscal 1961, but a Pentagon 
review of this also is in the 
works, with a program increase 
possible. Top Air Force research 
officers would like to see a “crash” 
program to develop warning, 
surveillance, and communications 
satellites quickly as a safety mea- 
sure during the period when Rus- 
sia may have the edge in long- 
range missiles. 


Electronics and Communications 


&> Next to shipbuilding, the 
largest single source of contracts 
after missiles and aircraft is the 
category of electronics and com- 
munications, with contracts for 
independent equipments amount- 
ing last year to 11 percent of all 
awards over $500,000. The mili- 
tary plans to obligate $1,244 for 
independent electronics and com- 
munications equipment (exclud- 
ing research development) in the 
next fiscal year, and it is estimat- 
ed that the total of all electronics 
contracts will be close to $3 bil- 
lion. Electronics comprise 20-30 
percent of aircraft and 30-35 
percent of missile costs, the in- 
dustry says. 

A number of strategic and 
tactical communications—control 
system will be in early or ad- 
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vanced contracting stages during 
fiscal 1961, as will radar, sonar, 
loran, and other programs. One 
of the largest systems projects 
will be the Strategic Air Command 
Control System, for which /nter- 
national Telephone & Telegraph 
is prime contractor. Rental and 
sale of electronic data processing 
equipment to the military is a 
mushrooming field, in which the 


major companies are Sperry 
Rand, International Business 
Machines, Burroughs, Radio 


Corp. and National Cash Regis- 
ter. 


Much of the expanding anti- 
submarine warfare (ASW) program 
involves electronic equipment. 
Active in this area are General 
Dynamics, General Electric, Ray- 
theon, Martin, and many others. 
About $25 million is earmarked 
for procurement of major ASW 
electronics equipment, plus $180 
million for further research and 
development in this field. For all 
Naval vessels, electronics account 
for about 12 percent of the cost, 
in a shipbuilding program of $1.4 
billion. 


Last year, 75 percent of all re- 
search, development and_ test 
awards of $10,000 or more to 
private industry were for work 
connected with missiles, aircraft, 
nuclear ships, and _ associated 
electronics programs, out of a 
total program amounting to $5.2 
billion. This was an increase of 
$1.2 billion over 1958 in research 
and development work. Electron- 
ics firms large and small are 
liberally sprinkled through the 
roster of the 500 firms who re- 
ceived these contracts. 


Miscellaneous 


Another large procurement 
source is the field of ordnance 
and vehicles, for which $1,023 
million in obligations is planned, 
a sizeable increase over the past 
two years (see Table II). The new 
program provides for about 
18,000 tactical vehicles, 6,000 
more than this year. General 
Motors, Chrysler Corp., and Ford 
Motor Co. are the most likely 
beneficiaries, along with specialty 
producers such as Food & Ma- 
chinery, International Harvester, 
and the tire manufacturers. 
Chrysler may also win a large 
new contract for the M-60 
medium tank that the firm has 
been producing for the Army. END 
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Technical Rally — 
How Far Will It Go? 








(Continued from page 601) 


mand for housing is governed no 
so much by the “price” of heme 
as by the monthly payments re. 
quired to finance interest »ay. 
ments, amortization, taxes ani 
insurance. These costs defin‘tely| 
are not declining. 


The Rest of the List 2 


Other industries making wf 
the economic picture include ils 
aircrafts, airlines, coppers, >tc,7 
most of which have been d ‘ift) 
ing downward or have been n oy.) 
ing sidewise for some time ind 
offer little promise of spearh :ad-/ 
ing a resurgence in public ap) 
peal. Under the circumstan :es, 
maintenance of a cautious lor ger 
term outlook still is warrante1. 7 





Technical Aspects 


Now to consider technical as.” 
pects of the situation brought in-7 
to focus by the “selling clim 1x") 
that seems to have checked the® 
first stage of a comprehensive” 
adjustment. From the January 5) 
all-time peak in the Industrial 
Average a retreat of slightly 
more than 12 per cent had taken 
place at Wednesday’s intraday) 
low. Technicians would expect a) 
rebound of from one-third to « nes 
half of the 85-point drop in the 
major average. Experience sug-) 
gests also that more time may oe 
required to retrace a portion of! 
the ground lost than was con-)) 
sumed in the decline. No one can 
forecast with certainty the ex-7 
tent of a rally from an oversold 
position. It could endure for sev- 
eral weeks and carry for quite 4 
distance under a favorable psy- 
chological environment, or it 
could burn itself out quickly in 
an outburst of speculative en- 
thusiasm. 

Extreme thinness of the mar- 
ket at extraordinarily high levels 
provides a background for com- 
paratively wide gyrations in 
popular issues. Rapid and erratic 
fluctuations tend to discourage! 
careful accumulation by institu- 7 
tional investors. In fact, such be 
havior often induces selling. As 7 
indicated previously, caution is a~ 
prerequisite for conservative in- 
vestors under present conditions. § 

—Friday, February 19. 
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OUND PROGRAM 


FOR 1960 


A FULLY ROUNDED SERVICE 
F: + Protection — Income — Profit 


Tt ve is no service more practical . . . more 
de inite . . . more devoted to your interests 
th mn The Forecast. It will bring you weekly: 
fT ee Investment Programs to meet your 
vious aims . . . with definite advices of what 
e: 1 when te buy and when fo sell. 


P; gram 1— Tep grade stocks for security and 
assured income with excellent ap- 
preciation potentials. 

Pr gram 2 — Special dynamic situations for sub- 
stantial capital gains with large 
dividend payments. 

Program 3 — Sound stocks in medium and lower- 
priced ranges to be recommended 
at under-valued prices for sub- 
stantial gains. 


Projects the Market . . . Advises What Action to 
Toke . . . Presents and interprets movements by 
Induswy of 46 leading groups comprising our 
brood Stock Index. 
Supply-Demand Barometer . . . plus Pertinent 
Charts depicting our 300 Common Stock Index 
. 100 High-Priced Stocks . . . 100 Low-Priced 
Stocks; also Dow-Jones Industries and Rails 
from 1950 to date. 
Technical Market Interpretation . . . up-to-date 
data, earnings and dividend records on securi- 
ties recommended. 
Telegraphic Service . . . If you desire we will 
wire you our buying and selling advices. 
Washington Letter—Ahead-of-the-News interpre- 
tations of the significance of Palitical and Legis- 
lative Trends. 
Weekly Business Review and Forecast of vital 
happenings as they govern the outlook for busi- 
ness and individual industries, 





Special | Of. 





Share In Our 1960 Investment Programs... 
| What and When to Buy - When to Take Profits 


During the year-end rally, The Forecast advised sub- 
scribers to defer new purchases in expectation of a market 
adjustment—which cut 63 points off the Industrial Average 
in January. 

Our analysts are now searching out the exceptional oppor- 
tunities, looking to 1960—when we expect to continue our 
outstanding profit record. 


The December, 1959, audit showed a total of 596 points 
profit available on the 21 stocks in our open position, in addi- 
tion to the 138 points profit taken earlier in 1959. Our skill in 
selecting and holding stocks that were split last year was a 
feature of our record: 


27% Gain on DENVER & RIO GRANDE WESTERN — 
Recommended at 39—split 3-for-1, so for each share 
bought our subscribers now hold 3 new shares selling 
at 161%. 


47% Appreciation in SOUTHERN PACIFIC—Selected at 
45—split 3-for-l1—the new shares are up to 22\%. 


109% Appreciation in REYNOLDS TOBACCO — Recom- 
mended at 551—split 2-for-1—so clients now have 2 new 
shares selling at 58% for each share purchased. 


272% Enhancement in INTERNATIONAL TEL. & TEL.— 
Originally recommended at 181—split 2-for-1—so sub- 
scribers own 2 new shares at 341, for each share acquired. 


STRENGTHEN YOUR INVESTMENTS — LOOKING TO 1960 


Enroll now to receive all our coming recommendations 
as we release buying advices. Once you buy them you will have 
the security of knowing that we will advise you from week to 
week in our bulletins just how long each stock should be re- 
tained—when to take profits and where and when to reinvest. 


This supervision is provided for every Forecast bulletin 
recommendations so you will never be in doubt. 

Mail your enrollment today with a list of your holdings 
(12 at a time). Our staff will analyze them and advise you 
promptly which to retain—which to sell to be ready for coming 
opportunities as we point them out to subscribers. 





MAIL COUPON TODAY FOR SPECIAL BONUS OFFER 








of Fie a 


6 “Service $75 
Plus Two Weeks Free 
12 “erice $125 


Piue One Month Free 
C.mplete Service will start as 


THE INVESMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 120 Wall Street, New York 5, N. Y. 


I enclose [] $125 for a year’s subscription—plus one month bonus 


Air Mail: 
one year in 
Special Delivery: (]) $7.80 six months: 
0 $15.60 one year. 











1 $75 for 6 month’ Service plus two weeks bonus 


SPECIAL MAIL SERVICE ON BULLETINS 


$1.00 six months; [] $2.00 (0 Telegraph me collect your Forecast rec- 
. S. and Canada. ommendations . . . When to buy and 
when to sell . . . when to expand or con- 
tract my position. 








Soon as your remittance Name 
te.ches ue — but annual en- Addr 

ro ‘ments will date as official- City 

ly beginning one month later > 

— semi-annual enrollments beeserenee 
will date as starting two an den 





weeks later. 








Your subscription shall not be assigned ~ 
without your consent. 





List up to 12 of your securities for our 
initial analytical and advisory report. 
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Deflation or Inflation 





(Continued from page 605) 


supply of credit. To be sure, the 
government could thwart this na- 
tural consequence either by re- 
fusing to surrender the gold unon 
demand (an embargo) or reduc- 
ing the reserve against the cur- 
rency still further. Either step 
would be dangerous and repre- 
sent a further blow against in- 
ternational confidence in the dol- 
lar. 
Why Deflation is Probable 

Admittedly, the arguments on 
one side only—supporting defla- 
tion—have been cited in the fore- 
going article. Contrary factors 
encouraging inflation are well 
known to our readers. Most of 
these will remain in force. Some 
of them have been weakened. But 
more important, new conditions 
have appeared for the first time 
in recent years which support the 
expectation of an orderly defla- 
tion. 


The vicious wage-price spiral, 
for example, is difficult to break 
as long as the conditions which 
nourish it—a heavy demand for 
goods. a relative shortage of la- 
bor. an absence of foreign com- 
petition—persist. But these con- 
ditions. as has been shown, are 
likely to be reversed or at least 
significantly modified. This makes 
an interruption of the recent in- 
flationary trend almost a cer- 
tainty, and its early replacement 
by a process of orderly deflation 
a strong probability. 


Of course. irresponsible politi- 
cians, seeking some panaceas for 
escaping the natural consequenc- 
es of our own acts, could still 
adopt a radical policy of currency 
debasement that would lead to 
inevitable disaster. A gold em- 
bargo would have a damaging ef- 
fect. Developments already in 
sight however point to deflation 
as the most likely economic trend, 
and if it persists in an orderly 
fashion, it will mean a measure 
of austerity, but healthy for our 
society as a whole. END 





For Profit and Income 





(Continued from page 631) 
Northern States Power, Ohio Fdi- 






son (with a dividend boost pos- | 


sible this year), and West Penn 
Electric. 


U.S. Natural Gas Stocks 


Domestic natural gas pipe cc m- 
panies are subject to uncerté in- 
ties centering in unclarified r: te- 
making policies of the Federal 
Power Commission. Market p1 0s- 
pects are better for compar ies 
which, whether partly integra ‘ed 
or not, are primarily distribut prs 
of gas, subject to less complica ‘ed 
State regulation of rates. As with 
electric utilities, these stock now 


also have benefit of easier moi ey | 


rates. Some of the better ones >f- 
fering satisfactory divide id 
yields are Brooklyn Union Gas, 
Equitable Gas, Oklahoma Natural 
Gas, and Pacific Lighting. END 
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Alaska, U.S.A. 


By HERB and MIRIAM HILSCHER 

Alaska, U.S.A. is the sourcebook on 
every aspect of Alaskan life, from how 
to get there, through job, school, church 
and housing conditions. It tells about 
social life, community organizations, 
the openings for both skilled and un- 
skilled labor. It describes the geography 
of the country and the areas which 
specialize in mining, farming, livestock 
raising, etc. It contains detailed in- 
formation about homesteading in the 
Northland. 

This book answers the ,basic ques- 
tions that thousands and thousands of 
citizens in the Lower 48 are asking 
about the new state. It tell military 
personnel what to expect on a tour of 
duty in Alaska, and it gives the tourist 
a new perspective on the Northland. 

It is not, however, an easy guide 
to quick success in Alaska. It empha- 
sizes that the new state needs people 
with responsibility and a will to work. 
The chapters on “How to Retire at 
Forty-three” and “Alaska’s Number 
One Young Businessman” are suc- 
cess stories about people who have 
labored long and hard to get where 
they are. Herb and Miriam Hilscher 
do not hesitate to describe primitive 
conditions, loneliness and climate prob- 
lems where they exist. 
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Long before Alaska became a state, 
people like the Hilschers settled in the 
Northland and became tied to the land 
by the bonds of love and pride. Their 
dedication and_ responsibility have 
made Alaska what it is today—a place 
to find a good and rewarding life 
rather than a quick bonanza. 

Mr. Hilscher was one of the fifty- 
five Alaskans chose to write the 
Constitution for the new state. He is 
in the public relations business in 
Anchorage and is prominently identi- 
fied with the budding petroleum in- 
dustry in Alaska. 

With their thorough knowledge of 
the 49th state, coupled with their in- 
formal and entertaining style, Herb 
and Miriam Hilscher reflect the friend- 
liness, enthusiasm and pride which fill 
the air in Alaska today. 


Little, Brown $4.50 


A Public Development Program 
For Thailand 


Report of a mission organized by 
the International Bank for Reconstruc- 
tion and Development (The World 
Bank) at the request of the Govern- 
ment of Thialand. 

This book makes a thorough analysis 
of Thailand’s economy and appraises 
its potential for future growth. It also 





recommends action aimed at both the 


most efficient use of present resources 
and the greatest possible economic de- 


velopment over the next several years. | 


As with previous general economic 
surveys of the Bank—fourteen other 
member countries of the Bank have 
made use of its assistance in this 
way—the purpose of the report is to 
help the home government plan its con- 
tribution to the economic and social de- 
velopment of the country and to ad- 
vise on the forms of organization which 
are likely to be most effective in foster- 
ing those developments. The mission 


has made an assessment of the public | 


development funds likely to become 
available over the next few years and 
has suggested allocation of these funds 
in accordance with its view of develop- 
ment priorities. Suggestions are also 
made on certain policies which the Mis- 
sion believes the Thailand Government 
should follow in order to give maxi- 


mum assistance to the development ” 


process. 
This report will 


numerous charts, tables, and maps and 
is an invaluable source of information 
for public officials, private investors, 
economic historians, and students. 


The John Hopkins Press $6.00 
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an tia 


serve for many & 
years as a basic reference work on the ~ 
facts and problems of the economy of | 
Thailaaa. The survey is supported by 7 
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Helping You to ATTAIN and RETAIN 


FINANCIAL INDEPENDENCE 


(Important — To Investors With $50,000 or More!) 


Most investors are aiming for financial in- Close Continuous Supervision of 
dependence... whether they hope to arrive All Holdings: 


i i q twenty years. ve 
oe a ee ee a ee Thereafter—your securities are held 


We concur in their confidence that wise under the constant observation of a trained, 
and timely investment of their capital can experienced Account Executive. Working 
make this dream a reality ... for despite closely with the Directing Board, he takes 
temporary readjustments our nation is the initiative in advising you continuously 
forging ahead in a new era of amazing as to the position of your holdings. It is 
scientific achievement, industrial advance- never necessary for you to consult us. 


ment and investment opportunity. ' 
When changes are recommended, precise 


In 1960 and the coming years, we will instructions as to why to sell or buy are 
see marvelous and practical progress in the given, together with counsel as to the prices 
conquest of space, in attainment of plant at which to act. Alert counsel by first class 
automation, in harnessing of atomic energy mail or air mail and by telegraph relieves 
... With a host of new products, materials you of any doubt concerning your invest- 
and techniques emerging. ments. 

These new forces will have profound in- 
vestment significance for they will invigo- Complete Consultation Privileges: 
rate many companies— but often at the 
expense of less able competitors. TO YOU, You can consult us on any special invest- 
as an investor, this adds up to an increased ment problem you may face. Our contacts 
need for continuing investment research and original research sometimes offer you 
and capable professional counsel. aid not obtainable elsewhere—to help you to 


save—to make money. 
Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a Help in Minimizing Your Taxes: 
detailed report—analyzing your entire list— 
taking into consideration income, safety, 
diversification, enhancement probabilities— 
today’s factors and tomorrow’s outlook. 


We keep in mind the tax consequences of 
cach transaction and help you to minimize 
your tax liability. (Our annual fee is allow- 
ed as a deduction from your income for 
Federal Income Tax purposes, considerably 


Issues to Hold and Advantageous reducing the net cost to you.) 


Revisions: 


Definite counsel is given on each issue in 


5 . Annual Personal Progress R. ts: 
your account...advising retention of those a 


most attractive for income and growth... Throughout the year we keep a complete 
preventing sale of those now thoroughly record of each transaction as you follow our 
liquidated and likely to improve. We will advice. At the end of your annual enroll- 
point out unfavorable or overpriced securi- ment you receive our audit of the progress 
ties and make substitute recommendations of your account showing just how it has 
in companies with unusually promising 1960 grown in value and the amounts of income 
prospects and longer term profit potentials. it has produced for you. 








J ull information on Investment Management Service is yours for the asking. Our rates 
are based on the present value of securities and cash to be supervised—so if you will let us 
know the present worth of your account—or send us a list of your holdings for evaluation— 
we shall be glad to quote an exact annual fee ...and to answer any questions as to how 
our counsel can benefit you. 
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More people than ever share in the 


growth of the Columbia Gas System 


In 1959 over 3,200,000 homes and businesses used an all- 
time high of 736 billion cubic feet of natural gas deliv- 
ered, directly and indirectly, through the Columbia Gas 
System — 36 billion more than in 1958. 

Despite the prolonged steel strike the System deliv- 
ered more gas than ever to the growing industrial com- 
plex it serves in 7 states—New York, Ohio, Pennsylva- 
nia, Kentucky, West Virginia, Virginia, and Maryland. 

The number of owners of the System grew, too. 
Thirty-two thousand more of them — 182,545 in all — 
were listed as stockholders of The Columbia Gas System, 
Inc. at year’s end. 

And the men and women who work for the Columbia 
Gas System, including those who operate the System’s 
pipeline from the Gulf Coast to the Kentucky-West Vir- 
ginia border, shared $79,000,000 in wages and benefits 
during the year. 


Here is evidence of the growing demand for a vital 
public service—the production, transportation and deliv- 
ery of natural gas —on which so many people depend 
for their daily comfort, convenience and economic bet- 
terment. For the complete story on the growth of the 
Columbia Gas System—and its continuing investment in 
better service for more people — write for your copy of 
our 1959 Annual Report. 


SYSTEM, INC. 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA HYDROCARBON CORPORATION 
120 EAST 41st STREET, NEW YORK 17, N. Y. 





CHARLESTON GROUP: UNITED FUEL GAS COMPANY, AMERE GAS UTILITIES COMPANY, ATLANTIC SEABOARD 
CORPORATION, COLUMBIA GAS OF KENTUCKY, INC., VIRGINIA GAS DISTRIBUTION CORPORATION, KENTUCKY 
GAS TRANSMISSION CORPORATION ... COLUMBUS GROUP: THE OHIO FUEL GAS COMPANY, THE OHIO \Al- 
LEY GAS COMPANY ... PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COMPANY, COLUM SIA 
GAS OF NEW YORK, INC., CUMBERLAND AND ALLEGHENY GAS COMPANY, HOME GAS COMPANY. .. COLUM SIA 
GULF TRANSMISSION COMPANY . . . THE PRESTON O!L COMPANY 
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